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LETTER TO
SHAREHOLDERS

To the Shareholders
and Cast Members of

The Walt Disney Company:

the kind of economic turmoil we are currently experlar{cmg,
and The Walt Disney Company, while strong, is certainly hot
immune to the difficult market conditions that exist today
With consumers spending more carefully and spendlng less,
and advertisers doing the same, our media, consume‘lr prad-
ucts and theme park businesses all face significant |
business challenges. :
\
| am confident our brands, products and people will bass
the test that lies before them, but our businesses are
all affected by an economic downdraft whose duration
remains uncertain. i
|
We will continue to focus on what creates the most value
for our shareholders; delivering high-quality creative

. . \
content and experiences; balancing respect for aur legacy

with the demand to be innovative; and maintaining the
integrity of our people and products. As stewards of our
great Company, we have reason to be optimistic. But we
must also be realistic, and it is this blend of realism Jand
optimism that is guiding us during this tumultuous time.
[
When signs of a weakening economy began to surface,
our senior management team put in place measures to
operate more efficiently and to invest even more prudemly.
We adopted marketing and pricing strategies designed
to keep our products as attractive as possible, wh|lel‘ at
the same time underlining our commitment to guality. In
this tough climate, even the most forceful measures are

unlikely to compensate for the loss of business. I

Robert A. lger
President and Chief Executive Officer
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Wall-E was a global box office hit, charming awdiences arotnd the world,




In fiscal 2008, despite an economy that weakened as the year

progressed, we delivered strong creative and financial results,

posting record revenue and earnings per share.

Highlighting our financial achievements, revenue hit an all-time
high of $37.8 billion, a 7 percent increase over the previous year.

Earnings per share, excluding certain items detailed in the
footnote on page one, were $2.27, up 18 percent from the
previous year.

As has been the case for many years, our financial success has

been largely due to our creative achievements and in 2008,

those achievements were numerous. | could mention many, but

instead I'd like to highlight just three.

This past summer, Disney-Pixar once again enthralled audiences
around the world with an original, unique and memorable film.
Wall*E was a commercial, creative and technological success.
Director and writer Andrew Stanton and his team created a film

for the ages and for all ages, and we are extremely proud of
their work.

As Americans turned out in record numbers to elect the 44th

president of the United States, ABC News, led by anchors
Charlie Gibson, Diane Sawyer and George Stephanopoulos,

brought the right mixture of excellent reporting and thought-
ful analysis to this memorable and historic election, capping
months of insightful, interesting and energetic coverage of the

American political process.

-

Combining breakihrough technology with the¥fun of an
old-fashioned midway game, Toy Story Manial & a new
Guest favorite. -
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Florida we opened Toy Story Mania!l, an engaging attrac-
tion that combines the wonder and iovability of the Toy
Story characters with breakthrough technology. Thejresult
is yet another theme park experience that distinguishes our
Company and causes people to say: “What will they'think o
next?” or, “Only Disney can do that” :
Beyond these individual achievements, we continueb to
create and support several key franchises. These arg storie:
and characters that can be leveraged across many of our
businesses, on many technological platforms, in many ter-
ritories, and over long periods of time. l
While we continue to break new creative ground, ou:r sub-
stantial investment in such great Disney franchises as Cars
Toy Story, Princesses, Pirates, Mickey Mouse, Winnieg the
Paoh, High School Musical and Fairies continues to drive
strong returns, differentiates us from our competitots and

|

builds long-term shareholder value.
|

Not only do we possess a significant number of suclh fran-
chises, but our ability to make the most of their success is
unrivalled. This comes from a collection of great assets anc
a commitment to manage them as a whole that is worth fa
more than the sum of its parts. This defines Disney and, as
we have been saying, creates the Disney Difference,

g
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|
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High School Musical 3: Senior Year had the biggest
openilig weekend ever for a movie musical,

ABC's Grey's Anatomy continweed 1o enteriain
viewers as one of TV's top primetime shows.
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investment in promising tifs [OF) T yarkets are strategies that and Cast Members; ol &Y Q GGG ) CRo Wy
have worked for us, and we believe they will continue to position ers, our business pa ] ; i
us well for the long term. live and work.

Moving forward, we will be taking a very pragmatic approach We expanded globally our initiative to associate our brands

to new investments across the Company, pressing ahead only and characters with healthier foods, bringing fresh Disney-

in those areas we believe offer the greatest opportunity for long- branded fruits, vegetables and dairy products to families

term growth and returns. We will continue to invest in our creative in dozens of countries. We've completed our first Company-

franchuses and in developing our highly promising and fast wide greenhouse gas inventory and set reduction targets for

ideo game busmess We are also gomg ahead with the emissions in order to minimize the Company’'s impact on the

planet. And we celebrated the 25th anniversary of our Disney
VoluntEARS program with employees contributing a record
495,000 hours on a wide range of projects benefiting children
and caregivers around the world.

Kids of all ages met Tinker Belf and fisr jh
movie, ar auraction at the parks, and il



Disney-Pixar's Up will wike audiences on a journey to
a lost world with the two least likely people on earth,

We will also socon be publishing our first comprehensive cor-
porate responsibility report, which will provide greater detail
and greater insight into how we approach crucial issues related
to the environment, community, workplace, products and our
respansibility to kids and families.

We are fortunate at Disney to have a very diverse board of
direciors, whose broad interests and experiences are help-

ing tc guide the Company in this complex environment. I'm
especially grateful to John E. Pepper, Jr., our non-executive
Chairman of the Board, and the wisdom, integrity and generos-
ity of spirit that he brings to our Company.

We are also fortunate to have a truly outstanding and commit-
ted group of people working for this Company. I'm impressed
and amazed on a daily basis by the passion they put into making
sure our Guests and consumers not only have a special experi-
ence, but are transported from their everyday lives to worlds
that could only be created by Disney.

So, on behalf of our employees and Cast Members, I'd like to
thank you perscnally for your continued support. It's a real honor
to uphold the Disney legacy and to continue to create memo-
rable and magical experiences for kids of all ages. Together, we
look forward to doing our very best for you every day, every-
where and in every way.

/M e J}&w

Robert A, Iger
President and Chief Executive Officer
The Walt Disney Company
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FINANCIAL REVIEW

t Disney, we strive to create exceptional entertainment
content, experiences and products that are embraced
by consumers around the world and to do so in a manner that
delivers long-term shareholder value.

We believe the integrated manner in which we manage our brands
and franchises gives us the opportunity to generate exceptional
returns on our creative content. Qur results over the past several
years reflect the power of our brands and franchises and our abil-
ity to develop and leverage high-quality content across multiple
creative platforms and global markets. This franchise development
process has enabled us to build an extensive portfolio of brands,
led by Disney and ESPN, and properties that include enduring char-
acters like Mickey Mouse and Winnie the Pooh, as well as thriving
new ones like Disney Fairies, Cars, Toy Story, High School Musical
and Hannah Montana.

Our brands and integrated set of creative assets and businesses
provide us with competitive advantages that we feel can deliver
long-term value to cur shareholders, Disney’s averall business
strategy is focused on leveraging and extending these advantages
and consists of three major components: investing in the strength
of our brands and the quality of our products; leveraging technol-
ogy to provide consumers with entertainment when and where
thay want it; and expanding globally to better reach consumers
around the world,

Although the U.S, and glebal economies have clearly deteriorated,
we believe we are well positioned to weather the challenges
presented by the current ecenomic slowdown. In this challenging
environment, we are maintaining financial discipline. At the same
time, we remain focused on our core strategies and long-term
growth priorities. Our strong halance sheet continues to provide us
with the financial strength and flexibility to seize opportunities that
can enhance our competitiveness and create superior returns.

We use three primary financial metrics to measure how well we are
delivering value for our shareholders: earnings per share, return on
invested capital (ROIC) and free cash flow, We're pleased with our
fiscal 2008 results, a year in which we increased each of these key
measures. Excluding certain items detailed below, we once again
achieved double-digit growth in earnings per share.! Since strategic
investment and economic cycles can sometimes influence near-
term returns, we assess trends in financial metrics over time rather

‘The fiscal 2008 results include an accounting gain related o the acquisition of the
Disney Stores North America and a gain on the sale of movies.com (together 50.01 per
diluted share), the favarable resolution of certain prior-year income tax matters {$0.03
per diluted share}, and a bad debt charge for a receivable from Lehman Brothers
{$0.03 per diluted shara). These items collectively resulted in a net benefit of $0.07 per
diluted share, The fiscal 2007 results include gains from the sales of E! Entertainment
and Us Weekly ($0.31 per diluted share), the favorable resolution of certain prior-year
income tax matters (50.03 per diluted share}, income {rom the discontinued operations
of the ABC Radio husiness ($0.01 per diluted share), and an equity-based compensa-
tian plan modification charge ($0.01 per diluted share}. Collactively, including the
impact of rounding, these items resulted in a net benefit of $0.33 per diluted share,
Excluding these items, EPS in 2008 increased 18% 10 $2.27 from $1.92 in 2007

|
than logking only at short-term results. We are happy to note that |
an investment in Disney over the past five-year period has ylelded \
a compound annual return of approximately 12%, almost tv\ ice theJ
return of the S&P 500. ‘

We recognize that allocating capital profitably and managing
our business to drive creative and financial success are the most
important ways that we serve the owners of our Company. Duf
first priority in allocating capital is to fund strategically attrac- ,
tive investments that can drive future growth and provide slrong
returns over time. These opportunities can include internal fnvest. ' |
ment in existing and new businesses or acquisitions. We pI n t‘o .
continue expanding our creative pipeline of high-quality content
and to strengthen our brands and reach on a global basis. 'Il'hese
internal growth initiatives include investment in television, films,
digital media and video game development. We will also co'ntihue
to invest in developing local, Disney-branded content and e'xpand-
ing the reach of our Disney and ESPN-branded channels around
the world. We recently released films made for China and India and

currently have films in production for China, India and Russ‘ia.

In addition to internal reinvestments, we look for attractive external
investment gpportunities that meet our financial and strategic
objectives. During the year, we made investments in content com-
panies in India and China. We also made acquisitions to enhance
our position in youth-ariented sports and the online sports commu-
nity. In addition, we acquired three promising start-up companies
which help position us to participate in growth opportunities on
digital platforms.

BUSINESS SEGMENT PERFORMANCE

MEDIA NETWORKS
Media Networks was the largest driver of the Company’s révenue
and operating income growth this year, led by the strong p"erfor—
mance of our cable networks. ESPN, the domestic Disney Channels
and ABC Family each delivered solid increases in revenue and
operating income.

As consumer choice in entertainment expands, quality content and
strong brands like Disney and ESPN become increasingly yalu-
able as a means of differentiating our products. For some time
now, ESPN has focused on building its competitive advant!age by
capitalizing on its broad collection of sports rights across n"mltiple
platforms. ESPN continues to expand its scope and depth with
recent agreements for college sports rights with the South‘}eastern
Conference and the Bowl Championship Series, and for golf with

the British Open Championship.
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Disney also has a consistent track record of returning value to shar

THE WALT DISNEY COMPANY holders through annual dividends. In December 2008, Dlsneys Boa
FREE CASH FLOW? of Directors declared a cash dividend of $0.35 per share or approxi-

that Disney has paid a dividend.
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mately $650 million in total. This marks the 53rd consecutive year

At The Walt Disney Company, we strive to maximize the long-term
value of our brands and franchises, and we take pride in th
creative and financial results we have achieved for the past
years. Disney has a strong balance sheet, a diversified revenue bas
and substantial long-term earnings growth and cash flow potential
At the same time, we are not immune to the difficult U.S. and globs
ecanomic environment. We are comimitted to managing through th
period with financial discipline. We are also committed to bu1|d|ng

upon the strength of our asset base and competitive positio
continue to believe that the power of our brands, our divers
chise portfolio, our creative strength and the integrated app
take to managing our businesses posmon us well to grow obur earn
ings over the long' term and deliver substantlal shareholder
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THE WALT DISNEY COMPANY . ol 1 ] 3094_-_
NET BORROWINGS AT FISCAL YEAR END* S ; ‘,
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2004 2005 2008 2008
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NET BORROWINGS OF EURQ DISNEY

AND HONG KONG DISNEYLAND

NET BORROWANGS EXCLLDING EURD DISNEY
AND HONG KONG DISNEYLAND




CAPITAL EXPENDITURES FROM CONTINUING
OPERATIONS EXCLUDING EURO DISNEY AND
HONG KONG DISNEYLANDS

2004 2005 2006 2007 2008
Media ‘Networks $ 216 $ 218 $ 220 S 265 S 367
Parks and Resorts
Domestic 719 726 667 816 793
International 289 711 248 256 140
Studio [Entertainment 39 37 41 85 126
Consumer Products 14 10 16 36 62
Corporate 145 111 100 108 a0

Capital|expenditures
from continuing
operations 1421 1,813 1,292 1,566 1,578

Less]' Capital expenditures
frPn1' Euro Disney and
Hong Kong Disneyland {289)  (711)  (248)  {256)  (140)

Capitaliexpenditures
frorq continuing
operations excluding
Euro Disney and

P
H?n_g Kang
Disneyland

51,132 $ 1,102 $ 1,044 § 1,310 § 1,438

\
FHE[IE [FASH FLOW
The Company defines “free cash flow” as cash provided by

continuing operations less investments in parks, resorts and other

pro;p :rty. Please see the Company’s Consolidated Statements of
Cash Flfws on page 74 of this Annual Report.

i
‘ :

i 2004 2005 2006 2007 2008
;as;h pr:ovided by
t‘:ominuing
operations $4,232 $4,139 $5960 $5398 $5,446

!nvflestrr]ents in parks,
rle ;o;"ts and other
| property (1,421) (1,813) (1,292) (1,566) ({1,578)

F,re(le cash flow $2811 $2,326 $4,668 $23832 $3,868

NET BORROWINGS AND NET BORROWINGS EXCLUDING
EURO DISNEY AND HONG KONG DISNEYLAND

The Company defines “net borrowings” as total borrowings less cash
and cash equivalents.

2004 2005 2006 2007 2008

Current portion of

borrowings $ 4,093 $ 2,310 $ 2,682 $ 3,280 § 3,529
Long-term portion

of borrowings 9,395 10,157 10,843 11,882 11,110
Total borrowings 13,488 12,467 13,525 15,172 14,639
Cash and cash

equivalents {2,042} (1,723) (2,411) (3,670} (3,001}
Net borrowings 11,446 10,744 11,114 11,502 11,638

Less: net borrowings
of Euro Disney and
Hong Kong
Disneyland (2,454) (2,418} (2,643) (2,979) ({3,013)

Net borrowings
excluding Euro
Disney and Hong
Kong Disneyland

$ 80992 %8326 $ 8471 § 8,523 $ 8,625

FORWARD LOOKING STATEMENTS
Management believes certain staterments in the Financial Review may constitute
“forward-looking statements” within the meaning of the Private Securities Litigation
Reform Act of 1895, These statements are made on the basis of management’s
views and assumptions regarding future events and business performance as
of the time the statements are made and management does not undertake any
obligation to update these staterments. Actual results may differ materially from
those expressed or implied. Such differences may result from actions taken by the
Company including restructuring or strategic initistives (including capital invest-
ments or asset aequisitions or dispositions) as well as from developments beyond
the Company’s control, including: changes in domestic and global econoric condi-
tions; adverse weather conditions or natural disasters; health concerns; interna-
tional, political, or military developments; technological developments; changes in
competitive conditions and consumer preferences. Such developments may affect
assumptions regarding the operations of the business of The Walt Disney Company
including, among other things, the performance of the Company’s theatrical and
home entertainment releases, the advertising market for brogdcast and cable televi-
sion programming, expenses of providing medical and pension benefits, demand
for our products and performance of some or all of the Company’s businesses either
directly or through their impact on those who distribute our products. Additional
factors that may affect results are set forth in the Company’s Annual Report on
Form 10-K for the year ended September 27 2008 under the heading “ftem 1-A, Risk
Factors” and subsequent filings.

THE WALT DISNEY COMPANY

Comparison of performance of the Company's common stock with performance of the two indicated indexes

and assuming $10C was invested on September 30, 2003 in the Company’s common stock and the two indexes.

THE WALT (ISNEY COMPANY
FELY S&P 500 WDEX -

Sept 2003 Sept 2004 Sept 2005

Sept 2006 Sept 2007

Sept 2008

Th2 paer group index is a custom index consisting of the companies that were formerly included in the Standard & Poor’s Entertainment and Leisure Index. Although this index waa
discontinued in January 2002, the Company believes the companies included in the index continue to provide a representative sampte of enterprises in the primary linas of businass
in which the Company engages. These companies are, in addition to The Waht Disney Company, media enterprises Time Warner Inc., B85 Corporation (formerly Viacom lnc.) (Cinss B
common stock} and Viacom Inc. {created on December 31, 2005 by the separation of the company formerly known as Viacom Inc. into two publicly hakd companiss, CBS Corporation
and Viacom Inc.); resort and leisure-oriented companies Carnival Corporation, Harrah's Entertainment, Inc., Hilton Hotels Corporation, Marriott International, inc. and Sterwood Hotsls
and Rasorts Worldwide, Inc.; and consumercriented businesses Brunswick Corporation, Darden Restaurants, Inc,, McDonald's Corporation, Starbucks Corporation, Yumil Brands, (nc.
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- éﬂ»ﬁfqmprrecror Robert Zemeckis' innovative evocation of
,Chrlstmab Carol, which arrives in theaters November 2009.



I he Walt Disney Studios had one of
its most profitable years on record in
2008, bolstered by major successes across
the entertainment spectrum including
motian pictures, home entertainment,
theatrical productions and music.
Emphasizing the Disney Difference -
a value-creation dynamic based on high
standards of quality and recognition that
set Disney apart from our competitors -
the Studios continued to provide great
entertainment across the board for
audiences ali over the world.

The Walt Disney Studios found continued
success at the start of the year as Jerry
Bruckheimer’s high-adventure blockbuster

Wl Disney Pictures” Bolt was released in Disney DI gr'r‘af 3-D™,

National Treasure: Book of Secrets surpassed
the original and climbed to a worldwide

box office of $457 million. It was also one

of the year's most popular DVD titles, The
Chronicles of Narnia: Prince Caspian, based
on C. 5. Lewis’ beloved saga, brought in
more than $400 million at the worldwide
box office and was one of our top-selling
DVDs at year's end. Other top hits igeln]

the Studios included the record-breaking
February 2008 release Hannah Montana and
Mitey Cyrus: Best of Both Worlds Concert
Tour, the critically acclaimed and successful
Disney-Pixar animated film WALL-E, the

fall comedies Beverly Hills Chihushua and
High School Musical 3: SeniorYear, and

in November and December, the Disney

animated movie Bolt and Adam Saqdler’s
hilarious holiday fantasy, Bedtime Stories.

The Hannah Montana phenomenonextendg
its popularity to movie theaters with tWe. l

Disney Digital 3-D™ release of Hanr?ah
Montana and Miley Cyrus: Best of Blorh :




The talented students from East High
Schoo! alse marked a successful transition

to the big screen as High School Musical 3:

Senior Year, sang and danced its way to
the top of the class with its global box
office gross of over $235 million. High
Scheol Musical 2, released in December
2007, was one of our top-selling DVDs for
the year, and the audio franchise for the
popular serigs continued to dominate
album charts. Disney Theatrical Group
extended the brand with the national and
worldwide tours of the fully realized stage
version, High School Musical onTour!,
and the second season warld tour of High
School Musical: The Ice Tour. To date, more
than 15,000 performances of High School
Musical have been licensed to schools and
amateur groups around the world. High
School Musical 2 stage rights have also
becorne available for licensing.

The StlildiOS' newest musical sensation,
the Jonas Brothers, scored major hits with
the DVD release of Camp Rock and the
companion CD, which debuted at No. 1

on QfII{Joard’s soundtrack chart and was
certified goid or platinum in 16 countries.
Theil:' latest CD, A Little Bit Longer, entered
the charts at No. 1. The Jonas Brothers’
are i a:king the leap to the big scréen. in;
2009 with the February release of |Jonas
Brothe'rs The 3-D Concert Expene_ilvcef i

demonstrated the Dan
two hlghly ongmalvand

Earth is the first feanwe documentary from Welt Disney Pictures’

prestiglous new production bunner, Disneynature,

in'.'2010 S s
- ‘*.‘__, . e —— "

went on to collect an out-of-this-world
gross of $500 million in global box office.
The November 18 DVD release ranked

as one of the year’s top 10 sellers.

Walit Disney Animation Studios flexed

its revitalized creative muscle with

the holiday hit Boft, which delighted
audiences all over the world.

2009 is shaping up to be another
extraordinary year for animation.
Disney-Pixar's Up, the new film from
director Pete Docter (Monsters, Inc.), kic
off the summer season. The flrst Plxar* ;

deep within thei|ungl ' Sout
Amenca Accomp‘émled liwy@ bersiStent

RIDO. W0 11 009,
= e

Vi img;-g Hdnmh Mnm.md The Movie features the mudti-

G
~In =2009 we will also see the holiday
release-of Robert Zemeckis’ digital 3-D

il “pelrformance -Captul iﬁe@c; Disneys A -
Chrtsrmas Carof starring Jim Carrey {in

lf % multutude of roles). This represents the
Studlos first fitm with the acclaimed

- ‘dlrector (Who Framed Roger Rabbit, Back

to the Future) under a new production

D ,heatrlcai release~of Toy Story 3 . arrangement that is designed to push

esti s ™+ 8% limits,of filmmaking technology and

__storytelfing. -
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Now i s third season, Mary Pn]?pins
cemtinues o soar on Broadway.

The Little Mermaid arrived on
Broadway in January 2008 and
proved to be the most pomdar new
arrival of the year.

- 'M‘!ﬂfw .7
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Uther Lhisney utles due in [UUdinclude hace o VWilcn ddodntaln fTrom director Andy pickmal
(The Game Plan) and starring Dwayne Johnson; and G-Force, a hitarious action-packed
fantasy adventure from producer Jerry Bruckheimer and director Hoyt Yeatman, in which

a team of highly trained animal agents {guinea pigs} — voiced by Nicolas Cage, Penelope

i ‘\Cruz,Tracy Morgan and Jon Favreau - uses state-of-the-art technology, spy gadgetsjand

unigue covert tactics to save the world. For the year-end holiday period, the Studio teaches
audiences some entertaining new tricks with the live-action family comedy Old Dogs, whic
reunites John Travolta with director Walt Becker (Wild Hogs). Travelta and co-star Ro;bin
Williams are best friends - an unlucky-in-love divorcé and a fun-loving bachelor — who
get a whole new perspective on life when they are charged with the care of six-yeartold
twins while on the verge of the biggest business deal of their lives. A supporting cast that
includes Travolta’s real-life wife, Kelly Preston, and their daughter, Elia Bleu, along with Ma
Dillon, the late Bernie Mac, Seth Green and Justin Long, adds to the fun. ‘
|
In 2009, Walt Disney Pictures will unveil the first feature documentary from its prestjigious
new production banner, Disneynature. Earth, directed by award-winning filmmaker Alastai
Fothergill {Planet Earth, The Blue Planet), is set to debut in theaters on Earth Day, April 22,
2009, and will take moviegoers on a tour of their home planet as it has never been éeen
before. Following in the great tradition of Disney’s nature film legacy, the Studios plan to
release these event films from today's top filmmakers on an ongoing basis. I
The Studios continued to assert their leadership in new technology and the Blu-ray™
marketplace in 2008. The Disney animated classic Sleeping Beauty became the first;
Platinum title to be released in the Blu-ray Disc format. Meticulously restored for its high
definition debut and introducing new bonus material aleng with Disney’s groundbreaking
BD-Live technology, this special release kicked off the Blu-ray experience with greal! new
features. Also in October, Walt Disney Studios Home Entertainment released the first
installment in its imaginative and exciting new Fairies series, Tinker Bell. This origir]\al
movie was an instant classic, selling over 4 million units to date. The division also scored
top-selling titles with Ratatouille, the new digitally restored version of Tim Burron’s‘I The
Nightmare Before Christmas and the original animated feature The Little Mermaid: Ariel's
Beginning. |
\
As Disney Theatrical Group gets ready to celebrate its 15th anniversary, it can proudly
look back on a year of record attendarpce in
2008 with more than 20 million people

attending one of its live stage'shows
around the world. The LioniKing

entered its 12th triumphant year

TS SOt on Broadway, and the st%ge hit
ﬂ‘l 7 continues to roar acros? the
{ v\ globe with current pro?uctions
v ' in London, Paris, Tokyo and
. 'y Hamburg, as well as the on-
H going smash U.S. tour. The

stage version of The
Little Mermaid

officially, openec
on Broadway ir

J
|
|
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January 2008 and proved to be the most popular
new arrival of the year. Mary Poppins entered

its third hit year on Broadway and is preparing
to launch a national tour in 2009. Both The Lion
King and The Little Mermaid were also featured
along with Cars and the Disney Fairies in Disney
On lce's latest production, Worlds of Fantasy.

Walt Disney Records celebrated its 13th year as
the world’s No. 1 children’s label, with such hits
as the soundtracks to the various High School
Musical films and The Cheetah Girls One World
Disney Channel Movie. The Disney Music Group
had continued success with Rascal Flatts’ fifth
album {on Lyric Street Records), Still Feels Good
icertified double platinum), and the Hollywood
Records releases of Jesse McCartney’s Departure,
the debut album from Demi Lovato, a new album
frorm Plain WhiteT's and a Hilary Duff greatest hits
compilation. In August, Disney Music Group had
the Unprecedented distinction of having four of
the top 10 titles on the Biliboard 200 album chart
for the third consecutive year.

Tinker Bell, the first installment in an exciting new Fairies film series, charmed a new generation of viewers.

Miramax Films had a year of milestones as No
Country for Old Men won four major Academy
Awards® (Best Picture, Best Supporting Actor,
Best Screenplay and Best Director). Numerous
2008 releases are also poised to be strong
award contenders in 2009, including The Boy in
the Striped Pajamas and Doubt, the big-screen
adaptation of John Patrick Shanley’s Pulitzer
Prizeswinning play, which stars Mery| Streep,
Amy Adams and Philip Seymour Hoffman. In
2009, Miramax will release Everybody’s Fine, a
poighant comedy starring Robert DeNiro, Drew
Barrymore and Kate Beckinsale. Also on the
schedule is Cheri, a romantic drama directed by
Stephen Frears and starring Michelle Pfeiffer.

Disney Blu-ray™ Discs gave viewery the chance
to enjov Disney entertainment in high definition.
Miley Cyrus” album Breakowt debured at Nov, |
on the Billboard 200 chart,
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A chance encounter with a prince helps make every voung princess’ dreams conie true. 19
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maginative use of dynamic Disney

franchises, new innovative enter-
tainment offerings and continued
diversification combined to make 2008
another successful year for Disney Parks
and Resorts. It is all a testament to Parks
and Resorts’ successful business strategy,
built upon the foundation of creativity,
technology, brand and service.

The creative efforts of a high-caliber
global team produce transformational
expariences and products that connect
with audiences on an emotional {evel.
These are experiences of the hean, a
~ part of the Disney Difference that stays
with Guests tong after they have left the
park. Springing from Walt Disney’s vision
~ that revolutionized the concept of theme
| parks, the powerful, iconic Disney brand
has expanded across vacation markets
worldwide, with a variety of products and
- services that build on the unique Disney
experience.

While the dreams of millions of delighted
Disriey Parks and Resorts’ Guests came
true in 2008, this year promises even
more excitement as The Year of a Million

Unparalleled Guest service is always
on the meny at Disney parks,

Dreams is followed by the memorable high-octane world of Mater, Lightning
concept of What Will You Celebrate? McQueen, Doc and Sally.
Launching a year filled with magical cele- Guest participation will have new mean-
brations, Parks and Resorts’ domestic ing at Walt Disney World Resort as dreams
theme parks will offer new options and come true for ali those who imagine
services that allow Guests to make their themselves performing on American Idof®,
own celebrations even more meaningful, Disney's Hollywood Studios is bringing
turning personal milestones into magical the TV and pop culture phenomenon to life
Disney experiences. To make it extra spe- for Guests wanting to experience the rush
cial, for the first time ever, each Guest who of entertaining on stage or the fun of judg-
visits Walt Disney World Resort or Disneyland ing performances in a live setting. Guest
Resort on their birthday will get in free. performers with the most votes compete
in an end-of-day Grand Finale, with the
At all Disney parks, new attractions winner invited to a regional audition for
continue to bring popular stories and the American Idof® TV show.
characters to life. At Disney’s California
Adventure and Disney's Hollywood AtWalt Disney World and Disneyland,
Studios, Toy Story Manial, inspired by Guests can experience the enchanting
the popular Disney-Pixar films Toy Story fairy realm of Tinker Belt and her friends
and Toy Story 2, provides an unfergettable by entering a world inspired by the new
ride-game experience. Guests find them- animated film Tinker Beil. Long before
selves in an interactive world, playing Peter Pan and the Lost Boys soared into
alongside Woody, Buzz Lightyear and other Never Land, the world’s most beloved fairy
favorite Toy Story characters. This must- and her friends were creating their own
see attraction marks the first step in a special magic in Pixie Hollow. Tinker Beil
multi-year expansion of Disney's California and her friends recently opened the doors
Adventure. Other exciting franchise-based to this all-new attraction that gives Guests
experiences are on the way, including Cars a chance to meet the fairies as well as
Land, inspired by the smash Disney-Pixar explore the wondrous mysteries of nature.

movie Cars, which invites Guests into the

Lasting memories and
bright smiles make every
trip to a Disney park a
special occasion.
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Disnevland Hotel, which is inspired by
classic Victorian design and is the largest
of the resort's three Disney-branded hote

Disney delights don‘t stop there. At our
parks around the warld, first-class enter-
tainment comes alive in a high-energy
fashion that is unmistakably Disney.
Guest-preasing shows include Pr'xallr Play
Parade with many favorite Disney-Pixar
characters and High School Musicail.vl 3:
SeniorYear — a celebration of song, dance
and color inspired by the hit Disnei; maovie

At Disney Parks and Resorts, travel is
also part of the entertainment equation,
and Disney Vacation Clyb, Disney Cruise
Line and Adventures by Disney gufded

The Broadway-caliber Toy Story=The Musical charms Guests Young aid old on board the Disney Wonder. vacations provide familieg with memory-

At Disneyland Resort Paris, which recently
celebrated its 15th anniversary, Guests
can now plunge faster than the speed of
gravity into The Twilight Zone Tower of
Terror™, One of Disney’s most popular
attractions worldwide, the heart-pounding
thrill of the Tower leaves Guests feeling as
though they are Twilight Zone survivors,
enveloped by the thrills, advanced audio
technology and visual effects that only

the genius of Walt Disney Imagineering
can produce.

making experiences in between visits to
their favorite Disney theme parks. }Noven

At Hong Kong Disneyland Resort, a throughout these experiences, as a con-
unigue version of the beloved attraction stant and powerful force, is Disney’s
it's a smalf world marked another historic legendary Guest service. Disney Cast

milestone in the resart’s young history, Members don't just represent Disﬁey
In a wonderful story of peace, hope and ideals, they live them and dedicate
friendship, Disney character dolls and
local geographic elements combine to
offer an unparalleled experience.

At Tokyo Disney Resort, Disney’s first
overseas theme park, a year-long

25th anniversary part featured
r y party < by
the debut of a spectacular day-___\ Y

time parade, the first per ~
manent Cirque du Solejl ~~
theater outside North —<

America, as well as the
opening of the Tokyo

A unigue new version
aof iUs g sonall world
opened ar Horg Koy
Disnevland Resorr,

and new clements and . iyt 2 . LN |
charaeter dofis Rive - N . ] i
s tineless story of - 4
peace and rope new I: o J Co7
- . o
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Disnéy Gruise Line offers the best in family travel on bourd the Disncy Magic and Disney Wonder. Tivo new ships will

join the fleet in 200 T and 2012,

themselves to customizing and personaliz-
ing each Guest visit at every destination.

In an era of unprecedented growth for
Disney Vacation Club, four vacation own-
ersqip properties are set to open in 2009
TheTréehouse Villas at Saratoga Springs
Resort'& Spa, Bay Lake Tower at Disney’s
Conternporary Resort and Disney's Animal
Kingdom Villas, all at Walt Disney World
Resort, plus the Villas at Disney's Grand

Californian Hotel & Spa at Disneyland Resort.

Nestled in natural forest glens around the
riverbend from the bustling Downtown
Disney area, The Treehouse Villas at
Saratoga Springs consist of three-bed-
room homes, elevated 10 feet off the
jround on pedestals and beams designed
o blend into the forest environment. Bay
—ake Tower builds on the popularity of
Jisney’s Contemporary Resort and sports
1 rooftop lounge inspired by the original
esart’s A-frame architecture. Disney's
Animal Kingdom Villas feature sweeping
riews of an expanded savannah inhab-
ted by a variety of African animals. At
Jisneytand Resort, more than 50 two-bed-
oom-equivalent villas mark the California
lebut of Disney Vacation Club. The expan-
;ion}‘ reflects the same California Craftsman
rchitecture of the resort's flagship hotel,
disriey's Grand Californian. And on the
sland of Oahu, development of Disney’s

first mixed-use destination resort in
Hawaii continues. Located at the Ko Olina
Resort & Marina, this new family-friendly
destination will overtook breath-taking
crystal blue lagoons with white sand
beaches and is planned to include 350
hotel rooms and 480 Disney Vacation Club
villas when it opens in 2011,

Disney Cruise Line continues to be
awarded top honors in the cruise industry,
most recently being recognized in Trave/
and Leisure magazine's 2008 World's Best
awards. Next summer, Disney Cruise
Line will return to the Mediterranean,
and for the first time ever, add a 12-night
Northern Europe Capitals itinerary, which
includes stops in such fabled ports as
Oslo, Copenhagen, Stockholm and St.
Petersburg. As part of a new agreement
with Port Canaveral, our port facility will
also be expanded to provide Guests an
even more seamless transition from land
to sea.

Adventures by Disney continues to make
great strides toward broadening its global
footprint. Eight new family vacation desti-
nations will debut in 2009, bringing Guests
to some of the most exotic locations in the
world, including Africa, Alaska, the Swiss
Alps, Ecuador and the Galapagos Islands.
Adventures by Disney creates unforget-
table moments, signature adventures and

unique itineraries specifically designed for
families with children. Specially trained
adventure guides, along with local experts,
invite vacationing adventurers to see, hear,
touch and taste the history and cultures of
global destinations.

In the coming years, Disney Parks and
Resorts will continue to expand its exper-
tise and leverage the Disney brand to
explore and discover new sites within the
worldwide travel market.

The success Disney Parks and Resorts
achieved in 2008 is a shining example of
how its commitment to excellence, innova-
tion and unsurpassed service transports
Guests beyond the boundaries of their
daily routines and into Disney's worlds of
magic and wonder. Going forward, new
products and services aimed at today's
consumers will team with the timeless,
idyllic family vacations on which we have |

built our reputation, making our business
more vibrant, compelling and diversified
than ever before.

Adventures by Disney itineraries .
take families 1o exotic focations i) ) /
arond the world — including Africa,

the Swiss Alps and the Galapagos

Istunds — for unparalleled guided

adventre experient
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Disney Consumer Products uses the latest iechnologies 1o bring beloved Disney characters 1o life in exciting new ways.
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fertainment franchises

This is evidenced

High Schaool
PR itia franchises

i franchise in Latin America, with significant

With tween franchises generating new :

trends in the world of music, DCP saw an £ % S Y i ‘
opportunity in the musical instruments R

market, which led to the creation of a

brand-new product category at DCP - a

line of professional-grade acoustic and

electric guitars especially designed and

sized for tweens. The line expanded in 2008

to include Camp Rock-themed

guitars.

Disney Princess continues

to thrive across the

Company's businesses.

This evergreen animated

franchise continues to

connect with girls universally ,
through an assortment of products that
sprinkles Disney Princess magic into
everyday activities - from waking up in
a royal Princess bed to using a Princess
toothbrush at night-time. In 2008, DCP
introduced an array of Sleeping Beauty
merchandise at retailers to complement
the Platinum Edition DVD release of

the classic 1959 film. Currently, Disney
Princess ranks as the No. 1 Disney

Innovative product lines like Disney Fairies powered b;
Clickables™ connect toys io the Internet in ways that
help enrich children’s play.

In 2009, the Disney Princess brand will
celebrate its 10th anniversary. DCP's
ticensees will create special product
assortments leveraging Disney’s first
princess fairy tale, Snow White and the
Seven Dwarfs, in support of the Platinum

[EREYm in Russia, China and India. Edition DVD release that fall, and the
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newest fairy tale to join the Disney Princess
legacy, The Princess and the Frog, which
releases theatrically during holiday 2009.

The Disney Fairies franchise, launched
just three years ago with a book from
Disney Publishing Worldwide, soared

to new heights in 2008, with millions of
Disney Fairies toys, apparel, room décor,
books and magazines sold. New product
introductions included a flying Tinker Bell
robot, a line of nutritional snacks, a best-
selling series of chapter books and the
first Disney Fairies-themed Nintendo DS™
video game.

Just as Disney Princess fantasy role-play
and Disney Fairies make-believe fulfill the
dreams of girls young and old, playing with
cars is a timeless and enduring play pattern
for boys. Add to that formula powerful
storytelling and timeless characters and

it's no wonder why Disney*Pixar's Cars

has become one of the fastest-growing
animated franchises at Disney, with

more than 100 million die-cast toy cars

and 25 million bogks being sold at retail
establishments throughout the world.
Other popular Cars products include a flat-
panet LCD television and an assortment of
LED light-up products, including apparel,
becdding and party supplies.

Boys were also captivated by DisneyPixar’s
WALL-E and its lovable characters. The
movie inspired DCP's first robotics toy line
and challenged the electronics team to
develop a product that is, like the film, both
endearing and innovative. The Ultimate
WALL-E robot features 10 motors, giving it
a high level of movement and animation.
With voice activation and a follow-me
mode, Ultimate WALL-E can follow the
sound of a human voice and detect

someone entering a room. Ultimate
WALL-E is also MP3 compatible and
features built-in speakers.

DCP and its licensees will be put to
the test to create additional innovative
products for the theatrical re-releases
of Toy Story and Toy Story 2, as well
as the theatrical releases of Toy Story
3, G-Force and Prince of Persia.

Innovative product is proving more
and more evident in the realm of
virtual worlds and Internet-connected
play. DCP raised the bar in 2008 by
entering the Internet-connected toy
market with the introduction of two
new product lines: Disney Fairies
powered by Clickables™ and an
assortment of Club Penguin toys. This
collaboration between DCP and
Disney Interactive Media Group
delivered toy lines that bridge the
gap between online and offline
worlds at the new Disney Fairies
virtual world PixieHollow.com and at
ClubPenguin.com, respectively.

DCP added 0 its preschool segment by
launching its first assortment of products
inspired by the popular Disney Channel
Pluvhouse Disney series Handy Manny,

The Club Penguin product line offers
plush toys, game cards and playsets
featuring codes that unlock special
gifts online at ClubPenguin.com.
Appealing to boys and girls ages 8-11,
this new toy line is among the first in
a comprehensive product assortment
inspired by Club Penguin that is
strategically timed as the brand gears
up for Company-wide support.




ues to flourish at DCP with the first assortment of products
[k § Playhouse Disney series Handy Manny, Little Einsteins,

o ROy

2 _ @Io v\_ts the award-winning Disney Pix Jr. digital camera
eI eS R e SR reschool-age kids and the Handy Manny Fix-It Right
o REREk: which transforms Handy Manny's truck into his
‘delivers bilingual phrases {Spanish/English),
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The Cinderella wedding gown from Kirstie Kelly for Disney’s Fairy Tale Weddings line
28 captures the romantic essence of the story of one of Disney's most heloved heroines.




of Cars brought joy to children in

over 30 countries. The award-winning
U.S. parenting magazines FamilyFun
and Wondertime continued strong,

with Wondertime celebrating its first
internationat edition launch in Australia.

DCP's food, health and beauty business

is also on track to expand abroad, with
the food category offering a great balance
of better-for-you products. Since its 2006
launch, DCP’s licensees have sold 400

Launched in 2008 in Shanghai, the Disney English learning center uses timeless
Disney stories and characters to teach English as a second language to kids 2-10,

]

Disney Buby Einstein,
the leader in infant
developmental products,
celebrated its 10 year
anniversary in 2008.

million servings of fresh produce, and
have also grown in staple categories
such as bread, pasta, meat, nutritious
snacks and frozen foods across the U.S.,
Europe, Latin America and Japan. In India,
DCP recently collaborated with Maneesh
Pharmaceuticals, one of India’s fastest-
growing pharmaceutical companies, to
introduce a Disney Baby personal care
range. The products will be distributed
at more than 400,000 retail outlets
across India.

In North America, DCP took ownership of
the Disney Stores retail chain. A new store
prototype is planned for late 2009. The
new store design will be a multi-sensory
experience for guests, incorporating state-
of-the-art technology to deliver innovative
storytelling guest experiences. Disney
Stores will focus on kids 2-12 years old
and on high-quality merchandise that
showcases distinctive Disney product.

DCP also made some recent strides

in the world of fashion and fine living,
garnering Disney its third consecutive
ranking among Women's Wear Daily’s

100 most recognized fashion brands.
Disney Couture, the fashion-forward

label featuring vintage Disney characters
adored by fashionistas and celebrities
alike, launched in the United Kingdom.
Meanwhile, the Walt Disney Signature line
of home furnishings, inspired by the art
and style of Walt Disney himself, expanded
to the United Kingdom and Australia and
added categories in the U.S,, including a
fine stationery collection with Crane & Co.
as well as lighting, rugs and wall art.







ABC’s Lost was named one of TIME magazine's 100 Best TV Shows of All Time.




isney Media Networks includes

the Company’s broadcasting
assets and cable networks, which deliver
entertainment and news programming
across a growing variety of distribution
technologies, including broadcast, cable,

satellite, Internet, broadband and wireless.

The ABC Television Network continued
to strengthen its brand during the
2007-08 season, delivering the best in
daytime drama, journalism, primetime
entertainment and late-night laughs
across all platforms.

For the 11th straight year, ABC Daytime
was No. 1 in daytime drama among
Women 18-48. The network’s daytime
lineup earned 14 Emmys®, more than
any other network. Meanwhile The View
became an important stop along the
political campaign trail, as the co-hosts
welcomed Barack and Michelle Qbama,
Bill and Hillary Clinton and John and
Cindy McCain.

Desperate Housewives
continues to deminate Sunday
nights in the U.S., while
several local versions are in
production in Latin America.

ABC News continues to set journalistic
standards, winning numerous broadcast
journalism awards in 2008, World News
with Charles Gibson was recognized with
both the Polk and Peabody awards for
journalistic excellence, while the Good
Morning America team of Diane Sawyer,
Rohin Roberts, Chris Cuomo and Sam
Champion earned a Daytime Emmy® The
ABC News team also captured a total of
eight Edward R. Murrow Awards, including
the Qverall Excellence award, honoring
the work of the entire news division. For
the historic 2008 presidential election, ABC
News devoted more primetime hours to
covering the campaigns than any other
broadcast network, and online political
coverage drew record traffic to ABCNews.
cam. On the night of the presidential
election, more Americans — 13.23 miilion-
watched ABC News than any other
network in primetime.

ABC Entertainment continued to lead
among the primetime audiences

advertisers prize most, finishing the
2007-08 season as the No. 1 netwaork
among upscale entertainment audi‘

ences. ABC's primetime performantce was
driven by strong returning prograni\ming,
including scripted series Lost, Desperate
Housewives and Grey’s Anatomy and
reality hits Extreme Makeover: Home
Edition and Dancing with the Stars‘ as well
as the sophomore drama Brothers
& Sisters and the Golden Globe®™winning,
Emmy®-nominated breakout come‘dy hit

Ugly Betty.

ABC entered the 2008-09 season from a
position af stability, bringing back nearly
all of the prior season’s programr'rjwing.
Nine weeks inta the 2008-09 seaspn, ABC
ranked as the No. 1 network in key demo:
including the industry’s sales curriancy Lol
Adults 18-49 Commercial Ratings! Over
that same period of time, the network
also aired the top two TV shows in Adults
18-49, Grey's Anatomy and Despe!rare




Housewives, while maintaining its overall leadership among
upscale audiences for the fourth consecutive year.

In addition to drawing crowds on television, ABC continues to
com‘mand a large following online and on other platforms.To
date, ABC.com’s Emmy Award®-winning full-episode player
has ]delivered more than 450 million episodes of the network’s
shows to online viewers. Network shows were also available
to wireless phone users and offered on both subscription and
ad-supported video-on-demand services.

The ABC OwnedTelevision Station Group, carrying network and
syndlicated programming and locally produced content to 10
major markets, continues to outperform the competition. Eight
of the 10 ABC-owned stations —-WABC-TV in New York, KABC-TV
in Los Angeles, WLS-TV in Chicago, WPVI-TV in Philadelphia,
KGO-TV in San Francisco, KTRK-TV in Houston, WTVD-TV in
Raldigh-Durham, KFSN-TV in Fresno, WJRT-TV in Flint and
WTVYG-TV inToledo - ranked No. 1 in their markets during the
major ratings sweeps for the 2007-08 season.

ABC-owned stations average 1,600 hours of local news in
each market per year, with eight stations producing news and
othér programs in high definition. Each station operates three
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Samantha Who! defivered a comedy it for ABC.

ARCs Rt fannily drasra, Brothers & Sisters, i produced by ABC Studios.
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The View hecame an important campaien stop for presidential candidares.

digital channels, simulcasting the station’s
programming in HD, offering local and
network news and delivering local and
regional weather reports (powered by
AccuWeather) along with headlines from
news and sports. Every ABC-owned
station also offers news, weather and
sports on ad-supported mobile video and
text services. Collectively, the stations’ 10
local Web sites reach more than six million
unigue users and generate more than 44
million page views every month.

The success of ABC and its owned stations
is driven by high-quality creative content,
with much of that content produced by
the Company’s in-house television studio.

MNATIONWIDE 538 citctoral voirs

1 coruLar vote
.g

.4
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489

37,838.046

ABC Studios develops and produces
programming for network, cable, Web,
video-on-demand, mobile and broadband
platforms for the Company and other
outlets. In 2008, the studio produced
more than 25 series for broadcast and
cable netwarks, including ABC, NBC,
CBS, ABC Family, Lifetime, CW, FX and
TNT. The studio produces the biggest hits
on ABC, including the No. 1 new comedy
of the 2007-08 season, Samantha Who?,
and has delivered the No. 1 scripted
series on television for each of the last
four years. ABC Studios’ contribution to
ABC's 2008-09 primetime performance
includes Desperate Housewives, Grey’s
Anatomy, Brothers & Sisters, Ugly Betty

.
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ABC News' Vote 2008 with Charies Gibson, Diane Sawver and George Stephanopouios
34 way the most-watched primetime election night coverage on television.

and Lost. The studio also producesl Army
Wives, which continues to be the most
successful series in the history of }_ifetime
Television, and Raising the BarforF’NT,
which delivered the most-watched series
debut in the history of adlsupportTd cable

networks. '

[
Buena Vista Productions (BVP) develops

and produces non-scripted originall
programming for syndication, cable and
primetime outlets. The studio is cu'rrently
developing several non-scripted p[ojects
for SOAPnet and producing series|for
other networks, including ChaSe for SciFi
and Stringers for truTV, BVP also agversee:
the production of Who Wants to Bé a
Millionaire, with Emmy® Award-winning
host Meredith Vieira, as well as the film
review show At The Movies.

The content produced by ABC's in-house
studios opens doors to new media
opportunities, creates new opportunities
for broadcasters around the world'and
delivers new sources of revenue tg the
Company. Through ABC's international
distribution arm, content produced by
ABC Studios has been sold as partlof
more than 50 new media deals arolund
the world, while local versions of
Desperate Housewives are in production
for audiences in Argentina, Colombia,
Ecuador, Brazil and the U.S. Hispanic
market. These regional versions 1
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broadcast this year include The Chronicles
of Narnia: Prince Caspian, National
Treasure: Book of Secrets, Enchanted and
No Country for Old Men.

Disney Media Networks' publishing

group also had a strong showing in 2008.
Hyperion published a number of nationat
best sellers, including Just Who Will You
Be? by Maria Shriver, and Julie Andrews’
biography, Home. Hyperion also published
The Last Lecture by Randy Pausch. With

\.". 34 weeks on The New York Times Best
I Seller list, more than 4 million copies

" "D of the book are in print, available in 40
.»-{"’-k, languages around the world. Hyperion’s
“s"ﬁ' 2:‘: - newest imprint, Voice, was a hit with

«*"‘ ) women readers in 2008. Its national
Currently in its 215t season in national syndication, Regis Philbin and Kelly Ripa host top-ruted daytime bestsellers last year included The Middle

tafk show Live with Regis and Kelly. Place by Kelly Corrigan and Lauren Groff’s

The Monsters of Ternpleton. in September,

are also distributed to Mexico, Venezuela and Panama. Loca! versions of ABC Studios’ Voice released another best-seller,
hits Grey's Anatomy and Brothers & Sisters will soon begin production in Celombia, Candace Bushnell’s newest book, One
expanding the brands and creating more long-term value. Fifth Avenue.

Disney Media Networks' international distribution arm includes Disney-ABC-ESPN
Telévision (DAET), Disney-ABC International Television (Asia Pacific) and
Disney Media Networks Distribution {Latin America). Coliectively, these
businesses are responsible for the Company’s branded and non-
branded international program distribution, distributing content
to television broadcasters and digital media platforms across
240 territories warldwide, and licensing programming
from ABC Studios, ABC News, Walt Disney Pictures,
Touchstone Pictures and Miramax Films. DAET also
distributes Disney Channel Original Movies and other
praperties from the Company's kids television portfolio,
lending strong support to the successful muftiplatform
roll-out of key franchises, including High School
Musical, Hannah Montana and Camp Rock.

Mure than 20 million people watched
Brooke Burke and her partner, Derek
Hough, win on the Dancing with the
Stars finale.

. [
Disney-ABC Domestic Television (DADT) s
is a major distributor of television N .
AL |
programming and motion pictures to a e, . .
LAY .

wide array of media platforms, including
broadcast television, basic cable, pay television,

video-on-demand, mobile, broadband and other digital technologies. in
2008, DADT unveiled the first-run epic fantasy action hour Legend of

the Seeker {produced by ABC Studios). The new show joined existing
first-run franchise series Live with Regis and Kelly, Who Wants to Be a
Millionaire and At the Movies.This year, DADT closed lucrative off-netwark
deals for Wife Swap and Supernanny and premiered Lost and Desperate
Housewives into broadcast syndication. The division licenses films from
The Walt Disney Studios to a wide spectrum of traditional and new media
platforms such as Apple’s iTunes, Sony's PlayStation®, Microsoft Xbox®
and TiVo®. DADT also launched a first-of-its-kind subscription video-on-
démand entertainment service, Disney Family Movies. Top titles sold for
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Disney Channel Original Movie Camp Rock, siarring Jonas
Brothers, ways cable s No. T entertainment refecast, 37






gloléal powerhouse in kids entertainment.
Disney Channel content reaches hundreds
of millions of homes around the world.
This access makes Disney Channel a daily
touthstone for the Disney brand in more
than 100 countries.

Disi;ribution is important, but content is
critilcal. Not only does strong content
drive viewers to Disney Channels around
the world, it also builds our brand and
drives results across The Walt Disney
Company.

In 2008, Disney Channels Worldwide
continued the momentum of the previous
twql years, building on the success of
existing franchises High School Musical

Imternational sensation Hannzh Montan contines to thrill
um?)l'nre.\'. The Disney Channel series, ihe sevndtrack, the
DVD and the featre film ol topped the charts in 2008,

|
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new animated and live-action series and
original movies that captured the attention
and imagination of kids around the world.

The Hannah Momtana franchise was

an important part of Disney Channels’
success in 2008. In the U.S. alone, the
sophomore season of the hit series
achieved an increase of 16 percent in total
viewers over the previous yvear, while
kids and their parents flocked to Hannah
Montana concerts and fans around the
world purchased soundtracks, DVDs and
other merchandise to make the show a
part of their daily lives.

In June, the Disney Channel Original
Movie Camp Rock, starring teen

sensdtions Jonas Brothers and rising

star Demi Lovato, debuted in the United
States as one of Disney Channel’s
highest-rated original movies of all time,
second only to High School Musical 2.
The Camp Rock premiere was supported
by a coordinated strategy of featuring
content and marketing on air, online and
on mobile phones. Camp Rock delivered
the No. 1 entertainment telecast among
cable networks for the 2007-08 season
and was the No.1 cable telecast of the vear
among Tweens (ages 9-14). Since its U.S,
debut, Camp Rock has been introduced to
enthusiastic audiences around the world,

Disney Channel continued to build on the
popularity of the Jonas Brothers with the
taunch of the series Jonas Brothers: Living




Sy GEY 4 WERE!
SrsEiEE e SR

Sesrry CHEmTR) SHOR:

TG AR E

e e, Sl
FORRR oM GOk Sk
ECFET R wiemeret

et et o Wi af Whady Mhee

Animated series Mickey Mouse Clubhouse
and Handy Manny continued to be hits
among the preschool set. Each show
delivered solid year-over-year increases in
their young target audience (ages 2-5) as
well as in total viewers.

The global success of burgeoning
franchises like Hannah Montana and
newer hits such as Camp Rock, Wizards
of Waverly Place, Phineas and Ferb and
Mickey Mouse Clubhouse drives revenue
across the Company's businesses,
including Disney Media Networks, Disney
Consumer Products, The Walt Disney

No. 1 series among mweens.

Studios, Walt Disney Parks and Resorts,
Disney Music Publishing Worldwide, Walt
Disney Records, Walt Disney Studios
Home Entertainment, Disney Theatrical
Productions and the Company’s inter-
national distribution businesses.

Music from Disney Channel content is
also featured in heavy rotation on Radio
Disney, the only 24-hour kids and family
radic network, now available nationwide
in the U.S. on broadcast, satellite and
cable platforms via live streaming feed
from Radic Disney.com and on the iTunes
Radio Tuner.




| ABC Family celebrated its most-watched
| year ever, topping the previous year’s

| record ratings. The channel, now in almost
| 97 million homes, increased its primetime
‘ audience by 20 percent among its target
viewers (Adults 18-34) for the 2007-08
season and rose 13 percent among total
viewers. The strong performance was
drivan by key acquisitions and original
programrming, such as returning hits

Kyle XY and Greek, as well as the newest
addition to the tineup, The Secret Life of
the American Teenager, which became

the highest-rated original series in

the channel’s history and cable's No. 1
scripted series among key young demos
during its summer run.The new show
caplured ABC Family's first-ever Teen
Choice Award, and the series’ first season
finale was the most-watched telecast in
the history of the channel in key young
demos. ABC Family's popular

25 Days of Christmas programming also
delivered a strong performance, anchored
by the 2007 premiere of the original movie
Holiday in Handcuffs, which became the
most-watched telecast in the channel’s
history.

In addition to reaching record audiences
on television in 2008, ABC Family
continued to connect with viewers online
in new and innovative ways. The online
game Kyle XY Continuum earned an
Emmy® nomination for excellence and gave
fans a new way to experience the hit series.
The success of ABC Family’s programming
strengthens the channel's performance

on multiple platforms and now extends
around the world. Kyle XY has been

sold into mere than 200 territories, and
Greek is now available in more than 150
international markets as well.

ABC Family’s The Secret Life of the American Teenager is the
highesi-rated original series in the channel’s history.

In 2008, SOAPnet added almost four
million new households to its reach, for
a total of 70 million subscribers. Along
with steady distribution growth, SOAPnet
continues to enjoy an extremely loyal
audience. The channel has been No. 1

in viewer loyalty among its targeted
audience for 71 consecutive months.

SOAPnet telecasts same-day episodes of
daytime dramas at night for convenient
viewing as well as a slate of original
pragramming, including the popular
new series MVP and the returning

series General Hospital: Night Shift. The
cable channel! also offers classic series,
including The O.C., One Tree Hill and

the original Beverly Hills 80210. In 2008,
SOAPnet launched an innovative redesign
of its Web site to serve fans better and
help tap into teday’s pop culture,




ESPN has reached an extensive agreement with coliege football's Bonet Championship Sevies (BCS), granring exclusive TV,
42 radie. digital, international and marketing rights for 15 BCS games from Jannary 2001 throwgh Jansiary 2004,
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ln 2008, ESPN's unparalleled content,

!scope, technology and deep connec-
tion with sports fans fueled another year
of exceptional performance. ESPN
was unsurpassed in marrying sports con-
tehi and technology across multiple media
pl:at;fO{ms serving fans worldwide, all while
enjoying its most-viewed year ever in the
core‘ta &omestic television business.

de o‘f ESPN’s most vibrant brands -
SportsCenter and the X Games - best
eQempIify the effective global merging
of. c]on‘tent and technology. Because
spio'rts‘ news breaks 24/7, SportsCenter,

the industry's sports news leader, was
ex'p'an‘ded onTV and online. In the U.S.,
six live hours were added each weekday
moining — 30 hours total. The news
opefation wilt be enhanced in 2009 with
the opening of a West Coast production
facility in Los Angeles. Simultaneously,
Spo:rtsCenter.com’s debut featured com-
mentator blogs and enhanced fan inter-
acti\f/it‘y, and SportsCenter Right Now
onlilpe‘video news updates relaunched
on ESPN.com. Beyond U.S. shores,

13 régionally produced shows became
sign‘ificantly more sophisticated in
shali'in‘g content, most notably in cover-
ing fh? Summer Olympics from Beijing.

Meanwhile, X Games 14 in Los Angeles
garnered the biggest TV audience in the
event's history, bolstered by the addition
of exciting new events and a record purse.
Overseas, the event has taken root and
blossomed in Brazil, China and Mexico.
ESPN announced the rebranding and
expansion of EXPN.com as ESPN Action
Sports - a network of discipline-specific
action sports sites. Both in the U.S. and
abroad, X Games apparel and equipment
continue to grow in popularity.

ESFPN International continued to expand
its presence across media platforms

and was very active online, debuting the
broadband event service ESPN360.com
in Europe, Mexico, Chile and Brazil.The
acquisition of Racing-Live.com continued
a string of recent strategic additions to
ESPN's core offerings. ESPN Classic (in
108 countries} and the North American
Sports Network, which broadcasts

top North American professional and
collegiate sports 24 hours a day on digital
cable and digital satellite in 62 countries,
are now seen in 24.5 and 16 million homaes,
up from 23 and 11 miltion a year ago,
respectively. NASN is being rebranded
ESPN America on February 1, 2009. ESPN
International debuted a second edition of

o

ESPN prodiuces 14 versions of SponsCenter around the world in eight languages.

ESPN The Magazine, this one in Mexico,
and invested in NBA China, a new entity that
will conduct all of the league’s businesses
in Greater China. ESPN's two networks

in Brazil combined to televise 612 hours

of Olympics coverage. ESPN.com.br won
Olympic gold as well - its 650,000 page
views set a record for a single event,

In the U.S., ESPN aggressively expanded

its long-established digital sports leadership
with strategic acquisitions and a landmark
extension of its agreement with Major
League Baseball Advanced Media, which
includes increased digital rights. In addition,
video, community, fantasy games and
mobile applications were expanded to

reach more fans in creative ways. ESPN.com
usage continues to climb, setting 11 monthly
usage records.

Fan engagement also rose substantially

in 2008. ESPN.com outpaced the entire
sports industry in time spent online, total
minutes online grew 33 percent and users
viewed an average of 120 million sports
video streams per month - more than
double its nearest competitor. ESPN has
seen rapid growth in its online community,
with 200 percent growth in the number of
ESPN Fan Profiles in the past year.
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ESPN signed a mmiltipdaform agreement for all four vonnds of the Rritish Open, enhancing its golf lineap, which includes

the Masters (pictived above} and the U.S. Open. Tiger Woods won the 2008 U.S. Open plavolf against Roceo Mediare.

The ESPN Football Blog network launched
with 15 new blogs. Fantasy sports activity
grew 40 percent in foothall and 20 percent
in baseball, with hockey and basketball
launching this season. Year-to-year usage
for ESPN's mobile Web site content is up
37 percent. In fact, three weekends during
the 2007 NFL season, more fans sought
NFL content from ESPN.cam wirelessly
than through their personal computers,

ESPN.com won all three New Approaches
categories at the 2008 Sports Emmys™
and continues to offer unigue video
content online, with a variety of

“digital original” programming under
development. ESPN’'s audio and

video podcasts continued to lead the
sports category, with more than seven

million downloads per manth. A recent

re-design, scheduled for implementation
in early 2009, as well as enhanced
search capabilities, will pave the way for
continued growth for ESPN.com.

Having identified the untapped potential
of high school athletics as an important
avenue for future growth, in 2008, ESPN
created the ESPN RISE brand umbrella
for its high school initiative and made
three key acquisitions: SchoolSports, Inc.
{magazines, events, Web site), Hoopgurlz.
com (focused on high school girls’
basketball and college women's basketball)
and Student Sports, Inc. {featuring
StudentSports.com, DyeStat.com and
more than 160 evenis). ESPNRISE.com
was taunched, powered by the comhined
resources of these companies, ESPN.com
and ESPN Scouts, Inc.

ESPN360.com grew quickly in its first
full year, featuring a new format V\lfhich
focused on live events {(more than 3,200)
and is now in 24 million homes, alnearly
40 percent increase in one year. It.quickly
earned the loyalty of many fans with
passion for underserved sports like socce
rugby and tennis, and recorded its bigges
month ever in June when soccer’s UEFA
Eurcopean Foothall Championship:led to
the service delivering nearly thred million
video streams, and viewers averaging
more than 180 minutes online. |

I
In ESPN's core business, U.S. cable
television, its four measured English-
language networks set a new high for
average audience, topping 1.1 million
homes for the first time. A record’'209



million people tuned in to at least one of
the networks in the first fiscal quarter. The
netwerk posted many individual records,
topped by Monday Night Football’s

New England-Baltimore matchup on
December 3, 2007 At the time, it was the
most-watched telecast in cable television
history (ESPN’s MNF Philadelphia at Dallas
game in September 2008 holds the current
record), helping lead ESPN to its highest-
rated quarter ever. The series continued

its preeminence on the annual list of
cable’s biggest audiences, with advenrtisers
attracted to ESPN's “game around the
game” concept-TV and online content
surrounding and complementing the
game telecast.

Others on ESPN's most-watched-ever list:
the NBA playoffs, the NCAA Women's
Basketball Tournament, NASCAR
{Brickyard 400), the Heisman Trophy
presentation, regular-season college
basketball (the Tennessee at Memphis
men’s game), Major League Baseball’s
Horne Run Derby, the NBA Draft Lottery,
the College World Series, the X Games
and Winter X Games and the documentary
Black Magic. ESPN also garnered the

two biggest audiences in cable history
for golf - the U.S. Open playoff and the
telecast of its inaugural Masters coverage.

In addition, ESPN2 posted its most-
watched college football season, bowl
game {PapaJohns.com Bowl} and bowl

UJEFA Euro 2008 Championships on ESPN, ESPN2
und ESPN Deportes generated great interest.

season, IndyCar telecast, Wimbledon
caoverage and non-World Cup soceer
match {UEFA Euro 2008 semifinal, Russia
vs. Spain). ESPNEWS also registered its
most-watched show in January 2008, The
Blitz, after a day of NFL playoff action.

In addition to the Masters, new program-
ming included an ESPN-created NewYear's
Eve show featuring a record motorcycle
jump from Las Vegas and the Moto X
World Championships. Also, ESPN Films
was established to present scripted and
documentary film projects for TV and
theatrical release, including 30/30, a
serigs of 30 films celebrating the last 30
years in sports, timed with ESPN’s 30th
anniversary in 2009, A new agreement
with tennis’ U.S. Open beginning in

2009 gives ESPN rights to all four of
professional tennis’” Grand Slam events.

Key renewed rights agreements were
highlighted by an unprecedented 15-year
accord with the Southeastern Conference,
ESPN’s broadest college rights deal in
terms of combined scope and length;
the Bowl Championship Series and
golf’s British Open, two high-profile
sporting events that will be seen live and
entirely on ESPN; Wimbledon; the World
Baseball Classic; and the Indianapolis
500, a mainstay on ABC for 44 years.
Each of these agreements included an
extensive package of international and
digital rights. In the past three years
alone, ESPN has reached more than 20

major multimedia rights agreements, in
some cases featuring rights for platforms
not yet invented. More and more, fans,
advertisers and rightsholders embrace
ESPN'’s global multimedia assets.

ESPN'’s high-definition simulcast services
expanded to five with the debuts of
ESPNEWS HD, ESPNU HD and ESPN’s
first international HD network, serving
Australia. Significantly, the growth of HD
across the American viewing public bodes
particularly well for the business, and
ESPN experienced a 50 percent rise in
ratings among HD homes.

ESPN Deportes took great strides in serv-
ing Spanish-speaking U.S. sports fans,
expanding distribution in key markets to
reach nearly 40 percent of the U.S. His-
panic multichannel universe. Early Nielsen
ratings were strong, displaying the power
of programming targeted to the audience,
in particular the Euro 2008 soccer tourna-
ment. ESPN Deportes Radio added nine
affiliates and now covers more than 42
percent of the U.S. Hispanic population.

ESPN is an unparalleled sports brand
that stands for authority, personality and
innovation. As ESPN celebrates its 30th
year in 2009, its clarity of mission -
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he: Disney Interactive Media Group

{DIMG) is responsible for the global
creation and delivery of Disney-branded
entertainment and lifestyle content across
linteractive madia platforms, including
PCs, imobile phanes and video game
consoles. In June 2008, The Walt Disney
Company formed DIMG, a combination
of its preexisting Walt Disney Internat
Group and Disney Interactive Studios
Units, to take best advantage of rapid
wdvancements in interactive digital media
1nd cross-platform content convergence.
DIMG also provides technotogy strateqy,
solutions and execution for The Walt Disnoy
Company.
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Thae division operates two global content
creation units, Disney Interactive Studios and
Disney Online, as well as a mobile phone
service in Japan that launched in 2008.

Disney Interactive Studios and Disney
Online work together to leverage platform-
specific expertise to create o line of
caonnecled, multiplatform entertainment
cxperiences, Co-produced products in
2008 include a Disney Cluby Penguin
Nintendo DS™ game, which allows
players to transfer points carned playing
the DS game to the virtual online world, as
well as DGamer, an online community for
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Nintendo DS developed exclusjvely
for Disney video gamers and integrate
with Disney.com,

|
Disney Interactive Studios self ‘
publishes and distributes a broad
portiolio of video games and
interaclive entertainment, distributed
globally, for handheld, mobile and
console platforms. With six internal
development studios worldwide,
each “creative center of excellehce”
develops and publishes video g?ames
inspired by the breadth of intellectual
properties throughout The Walt|Disne
Company's businesses, includinlg
properties based on hit Disney Chann
franchises such as High Schoo!
Musical and Hannaly Montana and film
franchises inspired by live-action and
animated feature films, such asithe
upcoming 2010 Pixar film Toy Story 3.
Disney Interactive Studios also ‘creales
original intellectual propenrties includin
Spectrobes, music titles inc!udiriwg
Ultimate Band and Sing It and the
award-winning, adrenalin- fueleh actio
racing game Pure, which all have the
potential to expand beyond thelvideo
game market into other businesls area
of the Company. In addition to its
robust portfolio of self-publishe'd titles
Disney Interactive Studios selectively
licenses Disney-branded properties
to other platform holders and kley
licensees, including Square Enix for
the successful video game franchise
Kingdom Hearts. :

|
Disney Online produces the ND‘L. 1 kid

entertainment and family community
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Web site, Disney.com. Fueled by original
online entertainment experiences
including user-generated content events
and special tent-pole events such as
stre:aming full-length Disney features,
Disney.com surpassed all its previous
traffic records over the past year. The
sitejhas also delivered on its promise of
geo'gr‘aphical and platform expansion
witf{n rhultiple localized glabal launches
and a deeply integrated mobile Web site.
Disney Online also produces the Disney
Family Netwaork, a group of leading
:mlifne lifestyle destinations for moms, as
wel| as a variety of Disney Mobile Web
experiences guests can enjoy on the go.
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With a growing portfolio of virtual worlds,
Disney Online continues to build massive
audiences around core Disney brands,
characters and stories while providing
the latest in age-appropriate connected
community and social networking, all
designed with safety in mind. Club
Penguin continues to grow and in 2008
launched the first-ever line of consumer
products tied to the virtual world.

The recently launched Disney Fairies Pixie
Hollow {www pixiehollow.com) lets anline
guests fly around in the magical world

of Tinker Bell and her Fairy friends, and
includes a unique, real-world component
called Clickables™ Fairy Charms. A highly

DS.
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anticipated virtual world based on the
Disney-Pixar Cars franchise, set to launch

in 2009, is in development and can be
previewed at www.worldofcars.com.

DIMG's technology group delivers
innovation and scale for all of The Walt
Disney Company's Internet businesses,
operating the technical backbone and
infrastructure that powers the Web and
mobile presence of the entire Company.
It also develops unigue new media
experiences and platforms for distributing
content from all businesses of The Walt
Disney Company, including ABC.com and
ESPN.com.

With siv internal development studios worldwide,
Disney Interactive Studios self publishes and distributes
video goames on all platforms, creating unique gaming
experiences based on Disney content and original
intellectual properiies.
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alt Disney International (WDI}

| is at the center of Disney's
new business development and growth
acftivities in markets around the world.
WiDI's responsibilities range from
pr%oviqing administrative support and
c?ordlination for Disney’s global offices to
increasing the globalization of the Disney
bria d|to ensure that it is locally relevant to
consumers around the world.
From |Russia and India to China and Latin
America, WDI has invested to grow its
busim:esses, capitalizing in many of those
markets by the creation of localized
versions of Disney family entertainment.
October 2008 saw the release of Disney’s
first animated film created especially for
the tndia market, Roadside Romeo, as
well as the exciting debut of the stage
production in Moscow of Beauty and the
Beast, which will embark on a six-city

tour of Russia. Minnie Mouse made a
spldsh on the pages of Russian Vogue
magl;azine, wearing fancy attire designed
by t]()p Russian fashion designers. The first
film created specifically for the Russian
market, The Book of Masters, will arrive
in movie theaters next year. After the
suctessful release of The Magic Gourd,
the first Disney film made locally in China,
a sacond film, Touch of a Panda, will
premiere in early 2009,

In Latin America this year, two localized
versions of High School Musical- one in
Argentina and the other in Mexico — danced
their way to box office success. Localized
versions of Desperate Housewives are
proving to be an international hit on small
screens throughout the region.

WDI has also consolidated an integrated
organizational structure in Japan, assuring
that all Disney content has a clear vision
and is consistent with other Company-
wide priorities. An all-new Japanese
animated TV series, Stitch, has been a
ratings success and is another successful
example of what happens when content is
created specifically for a given market.

This year, WDI formed the European
Management Board (EMB). The EMB
assumes responsibility for identifying and
exploiting growth oppertunities in Europe,
the Middle East and Africa, including
acquisitions, as well as agreeing on cross-
business strategic priorities and initiatives
to support them. The EMB constantly
evaluates ways in which WDI can
maximize efficiencies across operations,
both front and back of house; develops
brand marketing plans; and drives synergy
support for key Company priorities. It
communicates a clear strategy for TWDC

Afocalized versiont of High School Musical was
o Nt with adivnees i Asia,

. W

»

e

The suceess of Stitch, an allf-new Jupunese animaied TV
series, proves thar focally produced versions of Disney
Sfamily entertainment can help grow businesses globally.

senior management and will work to
ensure that similar objectives are achieved
on an individual country or territory basis.

Together with the impact of assertive
strategies in developed markets, the
creation of the EMB and an eye to

overall growth, WD{ will continue to use
localized content and staff to establish and
reconfirm the Disney brand globally.
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Actor Corbin Blew (High School Musical) touches a
young fan's heart at a Make-A-Wish™ event,

promote specific environmentally
friendly behaviors at work, in meetings,
during travel and while planning work-
related events.

Last year, all 23 resorts at Walt Disney
World earned the Florida Department of

Actor Wilmer Valderrama, star of Disney
Channel’s hir mutiiculterat preschool
series Handy Manny, surprisey kids at
FPera Lox Nifios - Family Learning Center
i downtown Lox Angeles with o hook
reaeding amd delivery of new foys

and boaks.

Environmental Protection's Green Lodging
Program designation, as did the Disney
Vacation Club inVero Beach. Further, in
support of ecosystems around the world,
the Disney Worldwide Conservation Fund
distributed $1.8 millicn in conservation
grants for endangered species, habitats
and community conservation education
pragrams. In its 13 years of helping people
nurture the planet, the Fund has invested
$12.8 million in support of important
environmental work in 110 countries.

Making a strong commitment to local
communities has always been central to
the way Disney does business. in 2008,
the Company contributed more than $209
million in cash and in-kind support to a
number of causes and organizations. In
addition, local ABC television stations in
the United States have worked diligently
to make their communities better places.

Disney continued its support of leading
children’s hospitals by committing to help
raise £10 million for the Great Ormond
Street Hospital Children’s Charity in Great
Britain for a new medical center, kicking off
the appeal with a £1 million donation. In
June, Children’s Hospital of Orange County

celebrated the opening of its new disneyli
Resort Amhulatory Care Center. In recogni
that effort, the Company presented i ST
gift to the Center, which also received sup
from the annual race on its behalf held at
Disneyland Resort.

Disney continued its tradition of supportis
the arts by pledging $3 million to»rvvard
the renovation of Lincoin Center, olur

New York City neighbor and crossroads
for the performing arts.

The Company acted guickly to support
communities struck by catastrophe. In
China, Disney donated $1 million to the
China Youth Development Foundatlion
to help rebuild schools destroyed by the
devastating earthquake that struck{in May
2008. In California, Disney pledged $2 mil
to suppon relief and reforestation efforts
in the wake of wildfires, with $1.5 million
going toward the planting of SO,OOIO trees
as part of TreePeople's California's Wildlifs
Restaration Initiative.

In 2008, Cast Members and employeeé
across the Company and around thle worle

celebrated 25 years of giving back to the |
community through the Disney VoluntEAR




| |
program. VoluntEARS last year alone

coqtri;buted more than 495,000 hours on
proﬁafts ranging from redecorating hospital

HPH A Hong Kong Disneyland Disney
Ward? an_d Orphaqages to building hOI’T‘I.ES VoluntEAR makes a difference in a
and r?adlng to children, and from planting child’s life ar an evemt in China.

| ! . .
trees to cleaning up rivers and beaches.

i
The prometion and maintenance of
responsible workplace practices also
contlnued to be a Company priority
iri 2008 Disney's Code of Conduct for
manufacturers outlines working condition
stapdards for factories authorized to
make; Disney-licensed products. The
code (s translated into 50 languages
alncll is reinforced through educational
alwc’l rr‘lonitorin:g programs and through

L, . . ,
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School Musical 2 have been cited for their
multicultura! strengths by organizations
such as the National Council of La Raza
and the National Association for the
Advancement of Colored People. The Walt
Disney Studios also released numerous
films with strong multicultural casts in
2008, including College Road Trip, Step
Up 2: The Streets and The Game Plan.

The Walt Disney Studios, ABC, Disney
Channet and ESPN also produce original
local content in a number of major
international markets, reflecting the
Company's belief that the relevance and

popularity of its movies and shows can 63 D _ ’ t{)[nﬂe;of TY&BP&O‘PLQ‘ ___$250,000 PO
become even stronger if trfey are rooted in A TWO-thWdYCd wifi thDuSﬂWd dDLLﬂYS mp%o m ‘
local cultures. Last year, Disney released ————ﬁﬁg—— —_—

its first Mandarin-tanguage film in China, : Mo LA Mllion Trees $!qg

The Magic Gourd, based an a beloved local OLZ227008: 37744 40:A003

story. In [ndia this year, Disney, together
with well-known Mumbai produeerYash

Raj Studios, made its first Hindi animated
feature, Reoadside Romeo.

AriL:z;z 2008 Dis

2w

Disney CEQ Bob iger, Los Angeles Mayor Amtonio Villaraigosa, TreaPeople POUTGEPRNGs TS and the Jonas
Brothers kick off a Disney campaign to “green” LA public schoolyards.

responsibility report for fiscal year 2008. _
In light of the growing depth and breadth While the preceding section provides stakeholders. Wairblsney Compan
of its initiatives and the public’s interest highlights of cur progress, the corporate encourages you 10 look for the report
in what Disney does, the Company responsibility report wiil go into greater when it appears fater this year at
is preparing a stand-alone corporate depth, reflecting Disney’s commitment wwiw.disney.comicrreport.

Disnay Volunt EARS, Loy Angeles Mayor Antonio

Villaraigosa and kids and smﬁ from the Buys and Girls

Club celebrate the constenetion of  rew children's
layground in East Los Angeles.
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS

CONSOLIDATED RESULTS

THE WaLT Disnny COMPANY AND SUBSIDIARIES

% change
2008 2007
Vs, V8.
{in millions, except per share data) 2008 2007 2006 2007 2008
Revenues $ 37,843 $ 35,510 $ 33,747 7% 5%
Costs and expenses {30,439) {28,681) (28,392) 6% 1%
QOther {expense) / income {59) 1,004 88 nm >100%
MNet interest expense (524) {693) {592) {12)% —%
tquity in the income of investees 581 485 473 20% 3%
Income from continuing operations before income
taxes and minority interests 7.402 7,725 5,324 (4)% 45%
income taxes {2,673) (2,874) {1,837} (7% 56%
Minority interests (302) (177) {183) % (3)%
Income from continuving operations 4,427 4,674 3,304 (5)% A%
Discontinued operations, net of tax — 13 70 nm (81)¥%
Net income $ 4427 $ 4,687 $ 3,374 (6)% 39%
Diluted Earnings per share:
Earnings per share, continuing operations $ 228 $ 224 $ 1.60 2% 40%
Earnings per share, discontinued operations - 0.01 0.03 nm (671%
Earnings per share® $ 228 $ 225 $ 1.64 1% 37%
Basic Earnings per share:
Earnings per share, continuing operations $ 234 $ 233 $ 165 —% A1%
Earnings per share, discontinued cperations - 0.01 0.03 nm {67)%
Earnings per share? $ 234 $ 234 $ 1.68 —% 39%
Weighted average number of common and common equivalent
shares outstanding:
Diluted 1,948 2,092 2,076
Basic 1,890 2,004 2,005

"WThe calculation of diluted earnings per share assumes the conversion of the Company’'s convertible senior notes into 45 million shares of common stock for periods presented prior
to their redemption in the third quarter of fiscal 2008. Related after-tax interest expense of $12 million for fiscal 2008 and $21 million for fiscal 2007 and 2006 has been added back for

the calculation of diluted earnings per share.

"Total earnings per share may not equal the sum of the column due to rounding.
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ORGANIZATION OF INFORMATION
Management’s Discussion and Analysis provides a narrative on
the Company’s financial performance and condition that should be
read in conjunction with the accompanying financial statements.
It includes the following sections:

* Consolidated Results

* Business Segment Results — 2008 vs. 2007

* Non-Segment Items - 2008 vs. 2007

* Pension and Benefit Costs

* Business Segment Results - 2007 vs. 2006

* Non-Segment Items - 2007 vs. 2006

¢ Liquidity and Capital Resources

» Contractual Obligations, Commitments, and Off Balance Sheet

Arrangements

¢ Accounting Policies and Estimates

* Accounting Changes

» Forward-Looking Statements

CONSOLIDATED RESULTS

2008 vs. 2007
Revenues for the year increased 7%, or $2.3 billion, to $37.8 billion;
net income decreased 6%, or $260 million, to $4.4 billion; and
diluted earnings per share increased 1% to $2.28.

Net income for the current year included certain items that
affected comparability, including an accounting gain related to
the acquisition of the Disney Stores North America and a gain on
the sale of movies.com {together $0.01 per diluted share), the favor-
able resolution of certain pricr-year income tax matters ($0.03 per
diluted share), and a bad debt charge for a receivable from Lehman
Brothers {$0.03 per diluted share). These items collectively resulted
in a net benefit of $0.01 per diluted share. Fiscal 2007 included
gains from the sales of E! Entertainment and Us Weekly {$0.31 per
diluted share), favorable resolution of certain prior-year income tax
matters ($0.03 per diluted share), income from the discontinued
operations of the ABC Radio business {$0.01 per diluted share)
and an equity-based compensation plan modification charge {$0.01
per diluted share). Including the impact of rounding, these items
collectively resulted in a net benefit of $0.33 per diluted share.

BUSINESS SEGMENT RESULTS - 2008 vs. 2007

The decrease in net income for the current year was the result
of gains in the prior year from the sale of E! Entertainment and
Us Weekly and a decrease in operating income at the Studio
Entertainment segment, partially offset by higher operating income
at the Media Networks, Parks and Resorts and Consumer Products
segments. The increase in diluted earnings per share was driven
by a decrease in weighted average shares outstanding. Earnings
growth at the operating segments was primarily due to increases
in affiliate and advertising revenues at our cable businesses, higher
guest spending and attendance at Walt Disney World Resort and
Disneyland Resort Paris, and strong sales of licensed products at
Consumer Products. The decrease at Studio Entertainment was
primarily due to a decrease in home entertainment.

2007 vs. 2006

Revenues for the year increased 5%, or $1.8 billion, to $35.5 billion;
net income increased 39%, or $1.3 billion, to $4.7 billion; and diluted
earnings per share increased 37% to $2.25.

As discussed above, net income for fiscal 2007 included certain
items which affected comparability. Net income for fiscal 2006 also
included certain items which affected comparability, including income
from the discontinued operations of the ABC Radio business {$0.03
per diluted share), gains on sales of a Spanish cable equity invest-
ment and Discover Magazine {together $0.02 per diluted share),
favorable resolution of certain prior-year income tax matters ($0.02
per diluted share) and a net benefit associated with the completion
of the Pixar acquisition {$0.01 per diluted share}. Including the impact
of rounding, these items collectively benefited diluted earnings per
share by $0.09.

Growth in fiscal 2007 was driven by the E! and Us Weekly gains
discussed above and higher operating income at the Media Networks,
Studio Entertainment and Parks and Resorts segments. Growth at the
operating segments was primarily due to higher affiliate and adver-
tising revenues at our cable businesses, improved home entertain-
ment performance driven by the success of Cars and Pirates of the
Caribbean: Dead Man's Chest, strong sales of ABC Studios produc-
tions, increased guest spending and theme park attendance at Walt
Disney World and Disneyland Resort Paris and lower costs for sports
programming due to fewer hours at the ABC Television Network.

% change
2008 2007
Vs, VS,
tin milliens} 2008 2007 2006 2007 2008
Revenues:
Media Networks $16,116 $15,104 $14,186 7% 6%
Parks and Resorts 11,504 10,626 9,925 8% 7Y
Studio Entertainment 7,348 7,491 7,629 {2)% (1¥
Consumer Products 2,875 2,289 2,107 26% 9%
$37.,843 $35,510 $33,747 7% 5%
Segment operating income™:
Media Networks $ 4,755 $ 4,275 $ 3,481 11% 23%
Parks and Resorts 1,897 1,710 1,634 11% 11%
Studio Entertainment 1,086 1,195 728 {9)% 64%
Consumer Products 718 631 607 14% 4%
$ 8,456 $ 7,811 $ 6,350 8% 239

N Ix
A ‘, C’f}”,l’
Segment operating income includes equity in the income of investees. In the Business Segment results discussion, equity in the income of investees is included in

segment operating income bul does not affect segment revenues or costs and expenses.
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The Company evaluates the performance of its operating segments based on segment operating income and management uses aggregate
segment operating income as a measure of the overall performance of the operating businesses. The Company believes that information
about aggregate segment operating income assists investors by allowing them to evaluate changes in the operating results of the Company’s
portfolio of businesses separate from factors other than business operations that affect net income. The following table reconciles segment
operating income to income from continuing operations before income taxes and minority interests.

% change
2008 2007
VS, Vs,
{in millions) 2008 2007 2006 2007 2006
Segment operating income $8,456 $7,811 $6,350 8% 23%
Corporate and unallocated shared expenses (471) (497} {522} (5)% {51%
Qther {(expense} / income (59) 1,004 88 nm >100%
Met interest expense (524) {593} {592} {12)% —%
tncome from continuing operations before income taxes
and minority interests $7.402 $7,725 $5,324 (4)% 45%
MEDIA NETWORKS
The following table provides supplemental revenue and operating income detail for the Media Networks segment:
% change
2008 2007
Vs, vs.
{in millfons) 2008 2007 2006 2007 2006
Revenues
Cable Networks $10,041 $ 9,167 $ 8,159 10% 12%
Broadcasting 6,075 5,937 6,027 2% {1)%
$16,116 $15,104 $14,186 7% 6%
Segment operating income
Cable Networks $ 4,100 $ 3,577 $ 3,001 15% 19%
Broadcasting 655 698 480 (6)% 45%
$ 4,755 $ 4,275 $ 3,481 1% 23%

Fevenues Media Networks revenues increased 7%, or $1.0 billion, to $16.1 billion, consisting of a 10% increase, or $874 million, at the
Cable Networks and a 2% increase, or $138 million, at Broadcasting.

increased Cable Networks revenues were primarily due to growth of $654 million from Cable Service Providers, $206 million from
advertising revenues and $14 million from other revenues. Revenues from Cabie Service Providers (Affiliate Fees) are generally derived
from fees charged on a per-subscriber basis, and the increase in the current year was driven by increases at ESPN and, to a lesser extent,
at the worldwide Disney Channels and ABC Family Channel. The increase at ESPN was primarily due to contractual rate increases and sub-
scriber growth, the increase at the worldwide Disney Channels was driven by subscriber growth and the increase at the ABC Family was
due to contractual rate increases. Higher advertising revenues at ESPN and ABC Family reflected improved rates and ratings. Higher other
revenues were driven by DVD sales, primarily High School Musical, partially offset by the favorable settlement of a claim with an interna-
tional distributor in the prior year.

Certain of the Company's contracts with cable and satellite operators include annual live programming commitments. In these cases,
recognition of revenues subject to the commitments is deferred until the annual commitments are satisfied, which generally results in
higher revenue recognition in the second half of the year.

Increased Broadcasting revenues reflected higher international sales of ABC Studios productions and increased revenues at the Internet
Group, partially offset by decreased advertising revenues, largely at the owned television stations. Increased international sales of ABC
Studios productions were driven by Grey's Anatomy, Private Practice and Reaper. The increase in revenues at the Internet Group reflected
subscription revenue at Club Penguin, which was acquired in the fourth quarter of the prior year. Revenues at the ABC Television Network
were comparable to the prior year as the impact of lower ratings was offset by higher advertising rates and digital media revenues.

Costs and Expenses Costs and expenses, which consist primarily of programming rights costs, production costs, participation costs,
distribution and marketing expenses and general and administrative costs, increased 6%, or $641 million, to $12 billion, consisting of an
8% increase, or $463 million, at the Cable Networks and a 3% increase, or $178 million, at Broadcasting, The increase at Cable Networks
was primarily due to increased costs at ESPN and to a lesser extent, the worldwide Disney Channels, driven by higher programming,
administrative and marketing costs. These increases were partially offset by the absence of Major League Baseball programming costs at
ABC Family. The increase at Broadcasting was due to higher production cost amortization related to international sales of our programs
and higher costs at the Internet Group related to international mobile and online operations, Disney Online and Club Penguin, partialiy
offset by the absence of costs related to the Disney-branded mobile phone service, which was shut down in the first quarter of the
current year.
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Sports Programming Costs The Company has various contrac-
tual commitments for the purchase of rights for multi-year sports
and other programming arrangements, including the Nationat
Football League, National Basketball Association, National
Association of Stock Car Auto Racing {NASCAR), Major League
Baseball and various college football and basketball conferences
and football bowi games. The costs of these contracts have
increased significantly in recent years. We enter into these con-
tractual commitments with the expectation that, over the life of the
contracts, revenue from advertising during the programming and
affiliate fees will exceed the costs of the programming. While con-
tract costs may initially exceed incremental revenues and negatively
impact operating income, it is our expectation that the combined
value to our networks from all of these contracts will result in
long-term benefits. The actual impact of these contracts on the
Company’s results over the term of the contracts is dependent upcn
a number of factors, including the strength of advertising markets,
effectiveness of marketing efforts and the size of viewer audiences.

Segment Operating Income Segment operating income
increased 11%, or $480 million, to $4.8 billion for the year due to
an increase of $5623 million at the Cable Networks partially offset
by a decrease of $43 million at Broadcasting. The increase at the
Cable Networks was primarily due to growth at ESPN, higher
income at our cable equity investments, and increases at ABC
Family and the domestic Disney Channels, partially offset by a
favorable settlement of a claim with an international distributor in
the prior year. The decrease at Broadcasting was primarily due to
lower advertising revenues at the owned television stations, par-
tiatly offset by an improvement at the Internet Group. The improve-
ment at the Internet Group was driven by the absence of costs
related to the Disney-branded mobile phone service, partially offset
by higher costs for international mobile and online operations and
Disney Online. The increase in income at our cable equity invest-
ments was primarily due to higher affiliate and advertising revenue
at Lifetime and a gain on the sale of a European cable channel.

ABC Radio Transaction On June 12, 2007, the Company com-
pleted the spin-off of its wholly-owned subsidiary, ABC Radio
Holdings, Inc., which was then merged into a subsidiary of
Citadel Broadcasting Corporation (Citadel). Prior to the spin-off,
the Company consolidated its ABC Radio business, consisting of
22 large-market radio stations and the ABC Radio Network busi-
nesses, under ABC Radio Holdings, Inc. The transaction did not
include the Company’s ESPN Radio or Radio Disney network and
station businesses. The results of the ABC Radio business have

been reported as discontinued operations for all pericds presented.
The Company now includes the ESPN Radio and Radio Disney
network and stations businesses with Cable Netwaorks in the Media
Networks segment. Prior to the transaction, the Company’s radio
businesses were included with Broadcasting in the Media Networks
segment. Previously reported results have been reclassified to
reflect this presentation.

Summarized financial information for the discontinued opera-
tions is as follows {in millions, except per share data}:

2007 2006

Revenues $372 $538
Income from discontinued operations

before income taxes 45 123
Income from discontinued operations,

net of tax 13 70

Diluted EPS, discontinued operations 0.01 0.03

Sale of EI Entertainment Television On November 21, 2006,

in connection with the execution of new long-term agreements for
the provision of programming to cable service provider Comcast
Corporation {Comcast), the Company sold its 39.5% interest in E!
Entartainment Television {E!) to Comecast (which owned the remain-
der of the interest in E!) for $1.23 billion, which resulted in a pre-tax
gain of $780 million {$487 miilion after-tax) reported in “Other
(expense) / income” Equity income from E! was included in Media
Networks segment operating income through the date of the sale.

PARKS AND RESORTS

Revenues Parks and Resorts revenues increased 8%, or $878
million, to $11.5 billion due to increases of $432 million at our
domestic resorts and $439 million at our international resorts.

Domestic Parks and Resorts At our domestic parks and resorts,
revenue growth was primarily due to increases at the Walt Disney
World Resort and Disney Vacation Club. Revenue growth at Walt
Disney World Resort was primarily due to increased guest spending
and theme park attendance. Increased guest spending was due to
higher average ticket prices, increased food and beverage sales
and higher average daily hotel room rates. At Disney Vacation Club,
revenue growth reflected higher vacation club ownership sales,
including extensions of the term of ownership on existing vacation
home properties.

The following table presents attendance, per capita theme park
guest spending, and hotel statistics for our domestic properties:

East Coast West Coast Total Bomestic
Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
2008 2007 2008 2007 2008 2007
Parks
Increase/{decrease)
Attendance 2% 6% —% (1)% 2% 3
Per Capita Guest Spending 3% 3% 2% 2% 3% 3
Hotels™
Occupancy 90% 89% 88% 92% 89% 89"
Available Room Nights {in thousands} 8,566 8,614 801 810 9,367 9,424
Per Room Guest Spending $223 $217 $339 $309 $233 $225

"Pgr room guest spending consists of the average daily hotel room rate as well as guest spending on food, beverages and merchandise at the hotels. Hotel statistics include rentals

of Disney Vacation Club units.
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{nternational Parks and Resorts At our international parks and
resorts, revenue growth resulted from an increase at Disneyland
Resort Paris due to the favorable impact of foreign currency trans-
lation as a result of the weakening of the U.S. dollar against the
Zuro, and increased guest spending and theme park attendance.
increased guest spending was due to higher average daily hote!
room rates and average ticket prices.

Costs and Expenses Costs and expenses, which consist prima-
rity of labor, depreciation, costs of merchandise, food and beverage
sold, marketing and sales expense, repairs and maintenance and
entertainment, increased 8%, or $691 million. The increase in

costs and expenses was primarily due to increases at Disneyland
Resort Paris, Walt Disney World Resort and Disney Vacation Club.
The increase at Disneyland Resort Paris was due to the unfavorable
impact of foreign currency translation as a result of the weakening
of the U.S. dollar against the Euro, labor cost inflation and higher
volume-related costs. The increase at the Walt Disney World Resort
was due to labor and other cost inflation, new guest offerings and
volume-related costs. The increase at Disney Vacation Club was
driven by higher ownership sales.

Segment Operating Income Segment operating income
increased 11%, or $187 million, to $1.9 billion, primarily due to
increases at Disneyland Resort Paris and the Walt Disney World Resort.

STUDIO ENTERTAINMENT
FRevenues Revenues decreased 2%, or $143 million, to $7.3 billion
primarily due to decreases of $117 million in worldwide television
distribution, $112 million in domaestic theatrical distribution, and
$66 million in domestic home entertainment, partially offset by an
Increase of $147 million in international home entertainment.

The decrease in worldwide television distribution revenues
was driven by the absence of the multi-season sale of Home
fmprovermnent which occurred in the prior year. Lower revenues in
domestic theatrical distribution reflected the strong perfarmance of
prior-year titles, including Pirates of the Caribbean: At World's End,
Ratatouille, and Wild Hogs, compared to the current year titles,
which included National Treasure 2: Book of Secrets and WALL-E,
Lower revenues in domestic home entertainment were primarily
due to a decline in unit sales reflecting the performance of Pirates
of the Caribbean: At World's End and Ratatouille in the current year
compared to Pirates of the Caribbean: Dead Man's Chest and Cars
in the prior year.

Revenue growth in international home entertainmeant was prima-
rily due to a higher unit sales mix of television DVD box-sets, which
have higher average unit sales prices.

Cost and Expenses Costs and expanses, which consist pri-
marily of production cost amortization, distribution and marketing
expenses, production costs and participation costs, were compara-
ble to the prior year as decreases in worldwide television distribu-
tion and domestic theatrical distribution were largely offset by an
increase in international home entertainment.

Lower costs and expenses in worldwide television distribution
were primarily due to a decrease in amortization and participation
costs driven by the absence of the Home Improvement sale.

The decrease in domestic theatrical distribution was primarily due

THE WALT DISNEY COMPANY AND SUBSIDIARIES

to lower amortization expense reflecting decreased revenues for
current year releases and lower film cost write-downs. The increase
in international home entertainment was primarily due to higher
distribution costs driven by extensive marketing campaigns to
launch current year titles.

Segment Operating Income Segment operating income
decreased 9%, or $109 million, to $1.1 billion primarily due to
lower revenues in domestic home entertainment.

CONSUMER PRODUCTS
Revenues Revenues increased 26%, or $586 million, to $2.9
billion, due to increases of $231 million at the Disney Stores,
$181 million at Merchandise Licensing and $162 million at Disney
Interactive Studios.

The increase at the Disney Stores was due to the acquisition
of the Disney Stores North America during the third quarter (see
discussion of the Disney Stores acquisition below}. The revenue
growth at Merchandise Licensing was primarily due to higher
earned royalties across multiple product categories, led by Hannah
Montana and High School Musical merchandise, partially offset by
lower recognition of minimum guarantee revenues. The increase
in Disney Interactive Studios revenues was primarily due to the
performance of new self-published titles including High School
Musical, Hannah Montana and Turok in the current year compared
to Pirates of the Caribbean: At World'’s End, Spectrobes and Meet
the Robinsons in the prior year.

Costs and Expenses Costs and expenses, which consist prima-
rily of cost of sales, salaries and benefits, marketing, video game
development and occupancy, increased 30%, or $489 million, to
$2.2 billion primarily due to higher operating costs at the Disney
Stores due to the acquisition of the Disney Stores North America,
higher cost of sales, video game development costs and marketing
costs at Disney Interactive Studios and higher salaries and benefits
and participation costs at Merchandise Licensing.

Segment Operating Income Segment operating income
increased 14%, or $87 million, to $718 million due to growth at
Merchandise Licensing, partially offset by a decrease at the Disney
Stores due to the acquisition of the Disney Stores North America.

Disney Stores Acquisition On April 30, 2008, the Company
acquired certain assets of the Disney Stores North America for
approximately $64 million of cash and terminated its long-term
licensing arrangement relating to the Disney Stores. The Company
acquired the inventory, leasehold improvements, and certain fixed
assets of, and assumed the leases on, 229 stores that it currently
operates. The Company conducted the wind-down and closure of an
additional 88 stores but did not assume the leases on these stores.

Sale of Us Weekly 0On Qctober 2, 2006, the Company sold

its 50% stake in Us Weekly for $300 million, which resulted in a
pre-tax gain of $272 million {$170 million aftertax) reported in
“Other {expense} / income” Equity income from Us Weekly was
included in Consumer Products segment operating income through
the date of the sale.
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NON-SEGMENT ITEMS - 2008 vs. 2007

OTHER {(EXPENSE} / INCOME
Other {expense} / income is as follows:

2008 2007

Accounting gain related to the acquisition

of the Disney Stores North America $18 $ -
Gain on sale of movies.com 14 —
Bad debt charge for a receivable from

Lehman Brothers {91) —
Gain on sale of equity investment in E! - 780
Gain on sale of equity investment in Us Weekly - 272
Equity-based compensation plan

modification charge - (48)
Other (expense) / income $(59) $1,004

CORPQORATE AND UNALLQCATED SHARED EXPENSES

Corporate and unallocated shared expense decreased 5%, from
$£497 million to $471 million, primarily due to an increase in alloca-
tion of costs to the business segments, partially offset by higher
investments in new business initiatives.

NET INTEREST EXPENSE
Net interest expense is detailed below:

{in millions} 2008 2007 % change

Interest expense $(712) ${746) (5)%
Interest and investment income 188 153 23%
Net interest expense $(524) $(593}) {12)%

Net interest expense decreased 12% for the year driven by lower
effective interest rates and a gain on the sale of an investment,
partially offset by higher average debt balances.

EFFECTIVE INCOME TAX RATE

The effective income tax rate decreased 1.1 percentage points from
37.2% in 2007 to 36.1% in 2008. The lower effective tax rate for the year
was primarily due to increased benefits from Internal Revenue Code
{IRC} Section 199 related to qualified domestic production activities.

MINQRITY INTERESTS

Minority interest expense increased from $177 million to $302 million
reflecting the impact of improved results at Disneyland Resort Paris,
ESPN and Hong Kong Disneyland. The minority interest is deter-
mined on income after royalties, financing costs and income taxes.

PENSION AND POSTRETIREMENT MEDICAL BENEFIT COSTS

Pension and postretirement medical benefit plan costs affect results
in all of our segments, with approximately one-half of these costs
being borne by the Parks and Resorts segment. The Company rec-
ognized pension and postretirement medical benefit plan expenses
of $255 million, $278 million and $462 million for fiscal years

2008, 2007, and 2008, respectively. The decrease in fiscal 2008 was
primarily due to the improved funded status of the Company's
pension plans as of the June 30, 2007 measurement date driven

by Company contributions and the return on plan assets. The dis-
count rate for the June 30, 2007 valuation was comparable to the
June 30, 2006 valuation date. The assumed discount rate reflects
market rates for high-quality corporate bonds currently available.
The Company’s discount rate was determined by considering the
average of pension yield curves constructed from a large popula-
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tion of high quality corporate bonds. The resulting discount rate
reflects the matching of plan liability cash flows to the yield curves.

We expect pension and postretirement medical costs to decrease
1o approximately $200 million to $245 million in fiscal 2009 primarily
due to an increase in the discount rate used to measure the present
value of plan obligations. During fiscal 2008, the Company was not
required to make contributions to its pension plans under funding
regulations associated with the Pension Protection Act of 2006 {PPA)
and contributed $29 million to pension and post-retirement medical
plans not subject to PPA. The Company expects pension and post-
retirement medical plan contributions in fiscal 2009 to range from
$200 million to $300 million. Final funding requirements for fiscal
2009 will be determined based on our January 1, 2009 funding
actuarial valuation. The Company may alsoc make discretionary con-
tributions above the minimum requirements. See “ltem 1A - Risk
Factors” for the impact of factors affecting pension and postretire-
ment medical costs.

BUSINESS SEGMENT RESULTS - 2007 vs. 2006

MEDIA NETWORKS

Revenues Media Networks revenues increased 6%, or $918
million, to $15.1 billion, consisting of a 12% increase, or $1.0
billion, at the Cable Networks and a 1% decrease, or $90 million,
at Broadcasting.

Increased Cable Networks revenues were primarily due to
growth of $601 million from Cable Service Providers, $240 million
from advertising revenues and $167 million from other revenues.
Revenues from Cable Service Providers are generally derived from
fees charged on a per-subscriber basis, and the increase in the cur-
rent year was driven by contractual rate increases and subscriber
growth primarily at ESPN and, to a lesser extent, at the worldwide
Disney Channels and at ABC Family. Higher advertising revenues
reflected the addition of NASCAR programming at ESPN and an
increase at ABC Family primarily due to higher rates. Higher other
revenues were driven by DVD sales, primarily High Schoof Musical,
and a favorable settlement of a claim with an international distributor.

Decreased Broadcasting revenues were primarily due to a
decline in advertising revenue at the ABC Television Network
partially offset by higher sales of ABC Studios productions. The
decrease in advertising revenue at the ABC Television Network
was primarily due to fewer hours of sports programming reflecting
the absence of Monday Night Football, the Super Bowl and three
College Bowl games, partially offset by an increase in primetime.
In primetime, higher advertising rates and sold inventory were
partially offset by lower ratings. Increased sales of ABC Studios
productions reflected higher international and DVD sales of the hit
dramas Desperate Housewives, Grey’s Anatomy, and Ugly Betty.

Costs and Expenses Costs and expenses increased 1%, or $164
million, to $11.3 billion, consisting of an B% increase, or $463 mil-
lion, at the Cable Netwaorks partially offset by a 5% decrease, or
$299 million, at Broadcasting. The increase at Cable Networks was
primarily due to increased costs at ESPN primarily due to higher
programming and production costs for the addition of NASCAR
and for Monday Night Football compared to Sunday Night Football
in the prior year and higher programming marketing and admin-
istrative costs at the worldwide Disney Channels. These increases
were partially offset by lower costs due to the transition of ESPN's
mobile phone operations to a licensing model. The decrease at
Broadcasting was due to lower sports programming costs, partially
offset by higher costs of Disney-branded mobile phone service,
including costs associated with its shutdown, as well as higher
production cost amortization due to increased sales of ABC
Studios productions.
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Segment Operating Income Segment operating income increased 23%, or $794 million, to $4.3 billion for the year due to increases of
$576 million at the Cable Networks and $218 million at Broadcasting. The increase at the Cable Networks was due primarily to growth at
ESPN, the international Disney Channels and at ABC Family. The increase at Broadcasting was due to strong sales of ABC Studios produc-
tions, fewer hours of sports programming and higher primetime advertising revenues at the ABC Television Network, partially offset by
higher costs associated with the Disney mobile phone service. Segment operating income inctudes income from equity investees of $484
million for fiscal 2007, compared to $444 million in fiscal 2006.

PARKS AND RESQRTS
Revenues Revenues at Parks and Resorts increased 7%, or $701 million, to $10.6 billion due to increases of $483 million at our domestic
resorts and $218 million at our international resorts.

Domestic Parks and Resorts At our domestic parks and resorts, revenue growth was due to increases at the Walt Disney World Resort,
Disney Vacation Club and Disneyland Resort. At the Walt Disney World Resort, revenue growth was driven by increased guest spending and
themne park attendance. Higher guest spending at the Walt Disney World Resort reflected increased food, beverage and merchandise spend-
ing, higher average ticket prices and a higher average daily hotel room rate. Revenue growth at Disney Vacation Club was primarily due to
higher vacation club ownership sales. At Disneyland Resort, revenue growth was due to increased guest spending, primarily due to higher

average ticket prices.

The following table presents attendance, per capita theme park guest spending, and hotel statistics for our domestic properties:

East Coast West Coast Total Domestic
Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year Fiscal Year
2007 2008 2007 2006 2007 2006
Parks
Increase/(decrease)
Anendance 6% 5% (1% 6% 3% 5%
Per Capita Guest Spending 3% 1% 2% 8% 3% 3%
Hotels™
Occupancy 89% 86% 92% 93% 89% 87%
Available Room Nights {in thousands) 8,614 8,834 810 810 9,424 9,644
Per Room Guest Spending $217 $211 $309 $287 $225 $218

"Per roormn guest spending consists of the average daily hotel room rate as well as guest spending on food, beverages and merchandise at the hotels. Hotel statistics include rentals

of Disnay Vacation Club vnits.

International Parks and Resorts - At our international parks

and resorts, revenue growth was due to an increase at Disneyland
Resort Paris partially offset by a decrease at Hong Kong Disneyland
Resort reflecting lower theme park attendance. At Disneyland
Resort Paris, revenue growth was driven by the favorable impact
of foreign currency translation, as a result of the weakening of the
U.S. doliar against the Euro, and higher theme park attendance,
guest spending, and hote) occupancy. Increased guest spending
was primarily due to a higher average daily hotel room rate.

Costs and Expenses Costs and expenses increased 6%, or $524
million, The increase in costs and expenses was due to increases
at the Walt Disney World Resort and Disneyland Resort Paris.

The increase at the Walt Disney World Resort was primarily due

to volume-related costs, labor cost inflation, and new guest offer-
ings, partially offset by lower pension and postretirement medical
expense. The increase at Disneyland Resort Paris reflected the
unfavorable impact of foreign currency translation, as a result of
the weakening of the U.S. dollar against the Euro, higher volume-
related costs, and labor cost inflation.

Segment Operating Income  Segment operating income

increased 11%, or $176 million, to $1.7 billion primarily due to
strength at both domestic resorts and Disneyland Resort Paris,
partially offset by a decrease at Hong Kong Disneyland Resort.

STUDIO ENTERTAINMENT

Revenues Revenues for fiscal 2007 were essentially flat at $7.5
bilion compared to fiscal 2006 as a decrease of $470 million in
warldwide theatrical distribution was largely offset by an increase
of $234 million in domestic home entertainment and an increase of
$139 million in music distribution.

Lower worldwide theatrical revenues were primarily due to the
strong box-office performance of Pirates of the Caribbean: Dead
Man's Chest in fiscal 2006. Other significant titles in fiscal 2006
included The Chronicles of Narnia: The Lion, The Witch and The
Wardrobe, Disney/Pixar's Cars and Chicken Little while fiscal 2007
included Firates of the Caribbean: At World’s End, Ratatouifle and
Wild Hogs. The increase in domestic home entertainment revenues
was primarily due to higher DVD unit sales reflecting the strong
performance of Pirates of the Caribbean: Dead Man’s Chest, Cars
and the Little Mermaid Platinum Release in fiscal 2007. The revenue
growth in music distribution was driven by the strong performance
of the Hannah Montana and High School! Musical soundtracks.

Costs and Expenses Costs and expenses decreased 7%, or $505
million, primarily due to decreases in worldwide theatrical distribu-
tion and worldwide home entertainment, partially offset by an
increase in music distribution.

Lower costs in worldwide theatrical distribution were primarily
due to lower distribution expenses, participation costs and film
cost write-downs. Lower distribution expenses were driven by a
decrease in international markets as fiscal 2006 included more high
profile films that had extensive marketing campaigns. The decrease
in participation costs were driven by the strong performance of
Pirates of the Caribbean: Dead Man’s Chest and The Chronicles of
Narnia: The Lion, The Witch and The Wardrobe in fiscal 2006.

Segment Operating Income Segment operating income

increased 64%, or $467 million to $1.2 billion primarily due to an
improvement in domestic home entertainment.
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CONSUMER PRODUCTS

Revenues Revenues increased 9%, or $182 million, to $2.3
billion, primarily due to increases of $102 million at Merchandise
Licensing and $61 million at Disney Interactive Studios. Growth at
Merchandise Licensing was due to higher earned royalties across
multiple product categories led by the strong performance of Cars
merchandise. Growth at Disney Interactive Studios was due to the
performance of fiscal 2007 titles driven by Pirates of the Caribbean:
At World’s End, Spectrobes and Meet the Robinsons compared to
fiscal 2006 titles, which included The Chronicles of Narnia and
Chicken Little. These gains were partially offset by lower contractual
minimum guarantee revenues.

Costs and Expenses Costs and expenses increased 9%, or

$130 million, primarily due to an increase at Disnay Interactive
Studios due to higher cost of sales, video game development

costs and marketing costs and higher salaries and benefits at

Merchandise Licensing.

Segment Operating Income Segment operating income
increased 4%, or $24 million, to $631 million, driven by higher
earned royalties at Merchandise Licensing, partially offset by the
increased investment in video game development at Disney
Interactive Studios.

NON-SEGMENT ITEMS - 2007 vs. 2008

OTHER {EXPENSE} f INCOME
Other [expense) / income was as follows:

2007 2006
Gain on sale of equity investment in E! $ 780 $ -
Gain on sale of equity investment in Us Weekly 272 —
Equity-based compensation plan

modification charge {48) -
Gain on sales of a cable television station

equity investment in Spain and Discover

Magazine business - 70
Accounting gain related to the acquisition

of Pixar - 48
Impairment of Pixar related sequel titles — {30)

Other {expense} / income $1,004 $88

CORPORATE AND UNALLOCATED SHARED EXPENSES

Corporate and unallocated shared expenses decreased 5%, from
$522 million to $497 million, primarily due to lower information
technology costs including the absence of transition costs incurred
in the prior year related 1o the transfer of certain information tech-
nology functions and services to third-party service providers.

NET INTEREST EXPENSE
Met interest expense is detailed below:

{in millions) 2007 2006 % change

Interest expense $(746) $(706) 6%
Interest and investment income 153 114 34%
Net interest expense $(593) $(592) —%

Net interest expense was relatively flat as an increase in interest
expense, primarily due to higher effective interest rates at Hong
Kong Disneyland, was offset by higher interest and investment
income reflecting higher average cash balances.

EFFECTIVE INCOME TAX RATE

The effective income tax rate increased 2.7 percentage points from
34.5% in fiscal 2006 to 37.2% in fiscal 2007. The higher effective tax
rate was primarily due to a reduction in the tax benefits realized from
an exclusion of certain foreign source income. The exclusion of cer-
tain foreign source income was repealed on a phase-out basis as part
of the American Jobs Creation Act of 2004. No exclusion is available
for transactions originating after the first quarter of fiscal 2007.

MINORITY INTERESTS

Minarity interest expense decreased from $183 million to $177
million reflecting the impact of increased losses at Hong Kong
Disneyland, partially offset by the impacts of increased profits at
ESPN and decreased losses at Disneyland Resort Paris. The minority
interest impact is determined on income after royalties, financing
costs and income taxes.

LIQUIDITY AND CAPITAL RESOURCES

The change in cash and cash equivalents is as follows:

{in millions) 2008 2007 2006
Cash provided by continuing

operations $ 5,446 $ 5,398 $ 6,960
Cash used by continuing

investing activities (2,162} {618) (220)
Cash used by continuing

financing activities (3,953) (3.619) {5,166)
Cash flows from discontinued

operations — 98 114
(Decrease)fincrease in cash

and cash equivalents $ (669) $ 1,259 $ 688

OPERATING ACTIVITIES

Cash provided by continuing operating activities for fiscal 2008
increased 1% or $48 million to $5.4 billion as higher operating
performance at Media Networks, Parks and Resorts and Cansumer
Products and lower pension contributions were partially offset by
increased film and television spending and higher net investment
in accounts receivable and Disney Vacation Club properties.

Cash provided by continuing operating activities for fiscal 2007
decreased 9% or $0.6 billion to $5.4 billion as higher operating
performance at Media Networks, Studio Entertainment and Parks
and Resorts was more than offset by higher income tax payments,
including taxes paid on the E! Entertainment and Us Weekly
gains, and timing of film and television spending and accounts
receivable collections.

Depreciation expense from continuing operations is as follows:

{in millions) 2008 2007 2006
Media Networks
Cable Networks $ 89 $ 89 $ 86
Broadcasting 107 85 93
Total Media Networks 196 184 179
Parks and Resorts
Domestic 803 790 780
International 342 304 279
Tota! Parks and Resorts 1,145 1,094 1,059
Studio Entertainment 41 31 30
Consumer Products 22 18 23
Corporate 123 132 126
Total depreciation expense from
continuing operations $1,527 $1,459 $1,417




The Company's Studio Entertainment and Media Networks seg-
ments incur costs to acquire and produce television and feature
film programming. Film and television production costs include sl
internally produced content such as live action and animated fea-
ture films, animated direct-to-video programming, television series,
television specials, theatrical stage plays or other similar product.
Programming costs include film or television product licensed for
a specific period from third parties for airing on the Company’s
broadcast, cable networks, and television stations. Programming
assets are generally recorded when the programming becomes
available to us with a corresponding increase in programming
liabilities. Accordingly, we analyze our programming assets net of
the related liability.

The Company's film and television production and programming
activity for fiscal years 2008, 2007 and 2006 are as follows:

{in millions) 2008 2007 2006

Beginning balances:
Production and

programming assets $ 5,682 $ 5,650 $ 5,937
Programming liabilities {1,210) (1,118} {1,083)
4,472 4,632 4,854
Spending:
Film and television production 3,237 2,906 2,901
Broadcast programming 3,812 3,898 3,694
7,049 6,804 6,595
Amortization:
Film and television producticn {3,076} (3,223) (3,526}
Broadcast programming {3,672} {3,696) (3,929}
{6,748} {6,919) (7,455)
Change in film and television
production and
programming costs 301 (115} (860)
Pixar film costs acquired - - 538
Other non-cash activity 54 55 -

Ending balances:
Production and
programming assets 5,935 5,682 5,650
Programming liabilities {1,108) {1,210} {1,118)

$ 4,827 $4,472 $ 4,532

THE WaLT DISNEY COMPANY AND SUBSIDIARIES

INVESTING ACTIVITIES

Investing activities from continuing operations consist principally of
investments in parks, resorts, and other property and acquisition
and divestiture activity. The Company’s investments in parks,
resorts and other property from continuing operations for the last
three years are as follows:

{in millions) 2008 2007 2006
Media Networks $ 367 $ 265 $ 220

Parks and Resorts:
